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S4th January 1925. 

Lahore. 


Present : 

Sir Charles Todhunter, K.C.S.I., I.C.S., President. ■ • • 

Sir OH»m MmTAB, G.O.I.E., K.O.S.I.. MaharajadhTaj* 

Bahadur of Burdwan. 

Sir Perce Thompson, K.B.E., C.B. 

The Hon’ble Sardar Jogendra Singh. 

Dr. B. P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 

Mr W. P. SAHGSTEE, C.I.E., ChieJ Engineer, Irrigation 
Works, Punjab, was examined. 

Written memorandum of Mr. Sangster. 

Chief Engineer, Irrigation Works, Punjab, desires to deal with questions*" 

Nos. 13, 15 and 16 only. _ . , j 

0 '13— In. the case of a Government commercial or semi-commercial under- 
taking, the endeavour should be to secure "{i) a commercial return. 

To secure a commercial return cannot be described as taxation any more than 
the charges made by a private undertaking can be so described. 

In effect if Government does not secure a commercial return on an unde^ 
takine of this kind, it would result in the imposition of additional taxation on 
those^ persons who do not benefit by the particular undertaking. Government 
has to secure certain funds in order to carry on the administration in the best 
interests of the-people, and if Government supplies any commodity to a particular 
comSLity or class of the population, and does not charge the commercial value 
S^he commodity, there will be a loss of revenue which must be made up partly 
at the expense of that part of ,the population that does not use the particular 
commodity supplied by Government. 

Eor instance, if Government forgoes 10 lakhs of' the annual commCTcial value 
of a commodity that it supplies to 40 per cent of the population, Government 
must impose 10 lakhs of additional taxation, 60 per cent of which will be borne 
by that part of the population that does not use the commodity referred to. 

So that Government in securing a commercial return on a commodity which 
it supplies, not only does not thereby impose taxation but would have to impose 
unfair taxation if it did not secure the commercial return. The element ot 
taxation would appear if a monopoly profit were secured. It might be argued 
that no one is bound to use a commodity supplied by Government and, therefore, 
if they pay the price demanded by Government, they do so voluntarily and are 
not being .taxed. 

But this argument might be applied to any form of indirect taxation. No 
one need use tobacco for instance ; but it could scarcely be argued that the excise 
or import duty on tobacco is not an indirect tax. 

So if Government charges more! for a commodity which it supplies and the 
supply of which it controls than what will yield a fair commercial return, the- 
element of indirect taxation appears. To secure a monopoly profit would there- 
fore amount to taxation. , ^ 

Q. 15 . — The question of the principles on which water rates are fixed is fully 
replied to by paragraph (1) of Irrigation letter No. 0166-R.I., dated 10th July 
1924 (copy attached). If it is agreed that the commercial value of water supplied 
for irrigation should be secured, it can be said safely that the present pitch' 
of the water rates in the Punjab is inadequate. 


& 


*For the Questionnaire and Annexures, see Yol. III.— Evidence. 
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(a) In the Punjab the ratio of Avatcr rates to crop value varies at present 
between 1/11 and 1/20 according to crop. In America the ratio is 1/5 to 1/6 
oud in Egypt 1/7. 

Private canal owners in the Shahpur district of the Punjab take 1/4, although 
the canals ai-e ill regulated inundation canals, and the supply precarious. 

Unless it can be shown that the rates charged in America and Egypt are 
grossly excessive, which there is no reason to suppose to be the case, it is clear 
that the Punjab rates are pitched much too low and do not yield to Government 
a fair sliare of the profits made from irrigated lands. 

(b) It has been calculated that an acre of canal irrigated wheat yields Ps. 10 
more profit to the cultivator than an acre of well irrigated wheat. It cannot be 
contended that well irrigation in reasonably favourable conditions does not pay 
the cultivator; if so, it is clear that Government is not getting a fair share 
of the' profits on canal irrigated lands with the present rates. 

(c) Cases are on record where cultivators have expressed willingness to pay 
rates greatly in excess of those charged for canal water, in order to get tube well ^ 
irrigation. 

This again shows that the commercial value of canal water is not secured by 
Government. 

(rf) lichen cultivators obtain extra water by illegal means such as cutting distri- 
butary banks, or interfering with outlets, their crops can be assessed at double 
the usual rate. Experience sho%V3 that this penalty is not deterrent to obtaining 
illegal supplies of water and is a measure of the value attached to canal irriga- 
tion. 

It is very difficult to say definitely whether present charges are adequate or 
not, assuming that these charges should be pitched so as to give a commercial 
return to Government, because a “ commercial return ” has not been defined. 

It is calculated that the net receipts from present water rates (gross receipts 
less working expenses) will yield a return of 10 ‘2 per cent on the capital 
invested on the productive works in the province. 

If unproductive works, some of which are working at a loss, were included, 
the net return would be smaller. Interest on capital has to be paid from these 
net receipts and the balance is all that is left as a return to Government. 

In view of the fact that no part of the receipts is put aside for depreciation 
or as a reserve for renewals and for the financing of unremunerative schemes 
•which Government may decide to take up in the future, it is clear that the net 
receipts do not amount to a commercial return. It is clear from question No. 13 
that a bare return on the capital invested is not held to be a commercial return. 
No private firm would dream of distributing as dividends the small margin of 
profit remaining after interest is paid from the 10-2 per cent yielded by present 
water rates; such a firm would place the margin to reserve and would require a 
higher return in order to make the undertaking really profitable. Judged in this 
way it can safely be said that existing water rates are inadequate. 

The remarks above on question No. 13 and first part of question No. 15, if 
accepted, point to the conclusion that “ (2) to charge a fair commercial profit ” is 
the best plan. If so, (1) does not arise. 

(3) If irrigation is to be carried on as a commercial undertaking, as it should 
be, it would be quite wrong to lump together land revenue and water rates. 
"Water rates are charged in return for the supply of a commodity, namely water, 
and it ought to be possible to judge from the returns from water rates alone, 
whether an irrigation scheme is paying or not. To merge water rates and land 
revenue would make it almost impossible to form any just estimate of the 
soundness of an irrigation scheme or the adequacy of the portion of ' the land 
revenue considered to be the charge for water. After all, land revenue is a tax 
pure and simple, while water rates are a charge for a commodity supplied. A tax 
should not be mixed up with a commercial charge for a commodity supplied. 

(4) Paragraph (ii) 2 of Irrigation Branch letter No. 0166-R.I., dated 10th July 
1924 (copy attached), explains the difficulties in introducing a general system of 
charging for water by volume. 

The principal argument advanced in favour of the volumetric system of charg- 
ing for water is that it will enable Government to dispense with the greater 
part of the revenue staff now employed _ in measuring and recording the areas 
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^vMch ^vou!d result in economy nud tec tho cultivulors from lmr«»...nt 

■i>y that staff, Which they now complain of, justly or unjustly. 

This argument is unsound. If volumetric supplies were 
result in sS great a reduction in staff as is nnagmed, because the staff of 

"’TpStom'Ssf Stslm rnocossary to m.intmn on accurato 

'“ondcr tliTprcscnf aykem cultivators gat ns nearly as P””'’'' 

water calculated to suffice for the irrJgatj07i of a h-ved proport on of the r 
holdino- of land. If it is seen that tlie area irrigated on -a particulai outlet is 
continuously and greatlv in excess of the fixed permissible area, attention is at 
■once directed to tlie outlet which may he found for one reason or another to be 
■discharging more than it was designed to do. In the absence of 
irrif^ated, outlets discharging c.xccssive supplies would not be readily discovered 
and remedied. No doubt this difficulty will tend to disappear as accurate 
modular outlets come into use universally. But there is another point, it lias 
been found possible during the last 20 years, as economy in tlie use oi water 
has progressed, to gradually reduce supplies and so obtain water for cxteii^on 
of irrigation. Tliis is specially tlie case on new canals as thej' develop, i ho 
■absence of detailed records of areas of irrigation would make it very difficult 
for Government to take advantage of economy in the use of water by extending 
the blessings of irrigation. It should be remembered in this connection that the 
supply in four out of the five rivers of the Punjab is completely withdrawn for 
irrigation in winter, and in the case of the fifth river tho same condition will 
soon obtain. Clearly then, extensions of irrigation will only be possible by using 
the available water more economically. 

Another point against volumetric supplies is that under the present system 
the more the water is spread out the more ^oes Government share in the 
resulting prosperity. This would not be the case if water were charged for by 
volume. 

(5) It may be said briefly in reply to this proposal that the Punjab village 
communities are not sufficiently well organised at present to make such a 
system a success. The most probable result would be that the well-to-do would 
get the bulk of the water supply and the badly-off would get a meagre and insuffi- 
•cienl supply at irregular intervals wliich would not suit their crop. 

*Q. 15 (Siipplementar ;/). — ^Whaler rates arc not fixed for the terms of sottle- 
Tuents and it would not be practicable to do so. Each canal serves two or more 
districts which have varying terms of settlements commencing at different 
■dates. 

If rates were fixed for terms of settlements, tho rates would vary on different 
parts of the same canal system and even on different parts of individual channels. 
This would not only be inequitable ' but would connect water rates with land 
revenue in a manner inconsistent^ with the view that water rates are .charged for 
■the supply of a commodity supplied on commercial lines. 

Water rates are liable to variation at any time b'y order of the Government. 
In practice alterations, except in very minor details, take place very' rarely. 

The Punjab Government have no information regarding the proposal of the 
United Provinces Irrigation Rates Committee.^ referred to. The proposal does 
not seem to be a suitable one. Valuations in rates every five years would not be 
acceptable to cultivators. Further, as water rates in the Punjab are considered 
to be inadequate m so far as they do not give a commercial return to Government, 

follows that there would never, so long as rates are as low as they now are 
' be any occasion to reduce them because of a drop in prices. A marked rise in 
. prices would he a good reason for increasing rates on the general principle that 
Government IS entitled to a share in the produce resulting from the application 
ot canal water to land and could only get this share by increasing water rates. 

Government is entitled to impose the tax known as land revenue 

■ T land. Government is certainly 

•entitled to take its share of any increase in value which may result from the 
introduction of a supply of, water. ^ ® 

of the increase which should be taken andHhe ‘method of 
taking It are matters for land revenue experts. 

Q. 16 (StippleTnentary). —Chief Engineer has no information as to th^ details of 
-this proposal, and he understa nds it not got past the stage of a suggestion 

*The reference is to a Supplementary Questionnaire sent to the Punjab Government. 

A 2 
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Co],y of n letter No. OIGG-It. I., dated Simla, the lOth Jvly 192If, from the Chief 
Ewjmeer, Irrigation Worhs, Punjab, to the Secretary to Government, Punjab 
Finance Dejmrtment. 

CojiaiiTTEE or iNQuiuy into Indian Taxation. 

With reference to your letter No. 15839-B., dated the 14th June 1924, I'have- 
the honour to state that the only points concerning tins Department in the 
annexure to Government of India, Finance Department, letter No. 1299-P., dated 
20th May 1924, received ■with your letter under reference are those dealing- 
with water rates as specified on page 6 in paragraph 2. • 

(i) Principles on which water rate is levied. 

The principles on which water rates are levied have never been clearly 
defined. The Northern India Canal and Drainage Act (Act No. VIII of 1873) 
on the authority of which water rates or occupier’s rates are levied does not 
lay down any principles on which to determine the pitch thereof. The principles 
which have guided Government in levjdng water rates are : — 

(fl). That the rates levied should be sufficient to repay the interest o'n the 
capital expenditure incurred in constructing irrigation works and the cost of 
maintaining those works. 

(3) 'riiat Government as the owner of the water is also entitled to a share 
of the increased production of the land due to the application of water to it. 

It might and has been argued that Government is entitled to take in fhe 
ihape' of water rates the total difference between the value of the produce of 
irrigated and unirrigated land. There are, however, many other considerations 
which have weighed with Government in determining the pitch gf water rates 
and no attempt to take the total difference in value referred to .above has ever 
been made. Revenue credited to the canal system from irrigated lands is- 
assessed partly as water rates • (occupier’s rates), and partly as enhanced land 
revenue (the difference between wet and dry rates fi.xed at settlement) on account 
of the fact that the land receives the advantage of irrigation. The total amount 
so assessed falls far short of the value of the increased productiveness of land 
due to irrigation. 

The water rates or occupier’s rates abovementioned are levied separately 
in the Punjab and credited as direct receipts to the canal system. They are not • 
consolidated with the land revenue assessment. The occupier’s rate varies with 
the kind of crop irrigated, because some crops use much more water than others, 
and because some return a much larger margin of profit to the cultivator than 
others. 

(ii) Volumetric Assessment. 

The system of volumetric assessment has been introduced in the Punjab in 
the case of five estates on the Lower Bari Doab Canal and two estates on the 
Lower Ohenab CanaL 

In the case of the Lower Bari Doab Canal one of the five estates has reverted 
to acreage assessment, while the volumetric system is still in force on the other 
four. On the Lower Chenab Canal the system has been abandoned on one estate, 
as the land which was on lease to a single tenant is now to be sold by Govern- 
ment. 

2. It has only been found possible so far to introduce the volumetric system 
of assessment on large estates, the property of a single owner, and no satisfactory 
method of supplying water on this system to small cultivators or village has so far 
been devised. An endeavour has been made to charge rates for, volumetric ' 
supplies which would bring in about the same revenue to Government as for 
acreat^e assessment. The conclusion to be derived from the experience gained 
so far is that volumetric rates have been pitched rather low. ' 

If it is agreed that volumetric rates should be so pitched as to bring in the 
same revenue as in the case of acreage assessment, it follows that the only 
financial benefit that Government can obtain is by the reduction of the revenue 
staff no-w employed in recording the area of crops irrigated. 

The area of land to which water is supplied on a volumetric basis is too small 
to make it possible to effect any appreciable reduction in the revenue staff and’ 
hence no con^clusion on the financial aspects of the volumetric system of assess- 
ment can 'be formed at present., 

(iii) Statistics. 

A statement giving the desired statistics in the form prescribed accompanies 

Figures’ for each canal system for the years 1921-22 and 1922-23 are supplied.. 



Water rate Coat of I Water rato Cost of 

Irrig'ation Syatem. collected maintaining Not income Capital Katio I collected maintaining Not iucomo 

from land the from coat of of | from land tho from 



M sD O *15 ^ O p ^ OT ^ 

owo-^woocaco-^lH 

<M 1 V 


lO O OO 00 11 OT IM ^ C5 
O X) M *15 CO Cl N Oll^ 
COi-TM *15 (M' >15 ■•fi'iO' CO WC5 
o5 CO t-i H o C5 '3^,00 r-l rl (54 
i-Tim'm' 5(1 CO CO -i*' r-f 


Cioeo'ococo—it^cococo 

>15 4'*t/>COO'1'OCOO^CO 

o cT N rTco CO ^ 

-r< CO CO C5 co^*^ CO o W 
o* tO CO o* C<t CO « 00 fH to* 


CO CO O »0 CO CO Ci lO O O to 
OCsl'-COOOt-'^tOOCatOCs 

L^r^cooin^cocoroo o4 »-3 

c^cTco cT CO CO TjJ* cT cT 

CirjirHOOItOOOt^»OCi 

to CO to* i-ToTcOCO rH to f-TcO* 


O^.-^tOOWOCOOJCQC'JCO 
tOl'-lOWO^rHtOCOOC'lO 
CO to r*iiO »0 ‘fi.' O to O 


(MCOriOC*^CiOCOCOt^C^ 

COt-(OCOC^T^tC'«-<0‘OiO 

to of o c4*co i> CO oi* 

CO *rj »0 CO CO Ci fH 03 


•— CT' ;u a 
Ci •<-> OT M 
.*« C o rt 

S:S ® • 

C* 43 

O H ^ a 

^ H O O o 

O e5 M 


oi 01 o 

O to OJ 
CO^OJ 
j>» rj< ir» 

03 »0 *0 ».0 

+ 1 1 


CO «.o »o 
03 OJ CO W 
*»- 03 03 

cTo co'to 

tH CO O c; 


o OT CO Lo 
CO (M to 
OOOf^Ol 
CO CO P-T r-T 
■-?< 03 »0 





df>Tf<0»0-*iOOClCit^O 


to 

Ki2 

O 3 

O CO CO p W Ip 

XO‘^^rtCO»Or-CO-^tO 

’P 

2^"* ! 

1 

1 

P^ s 

^ 1 1 1 1 

71 




I CO CO — < i.O o (M tN. 

^rH O Ct^t^O lO !*>- 
f cTc^ to ph'cTo^c^^ 
O t>-rH N :0 CO 03 COi^ 

r Cl' to to 01 »o cT cd CO cT 

L'- rl M Cl 
3 Cl Cl CO CO*' •d r-i 


Si K 

p4 S 

C5 0-« 

O « t- 





lOO«OlM'*<'?COC<Jr-l'fl>I5 

r<ti-ICOi:o'7;eOC50CTCOO 

r-l<5>OC354>i5Cqil5(rs>15C5 

CO to 

03 

1>- O 

CO CO -f CO 

55o t6 ci 
to to CO !H 

-f) ' 

CD 

cor^co >d»d'^ci cfcdcf* 




M 

I>C1 C5 to COd r-JO -5i iO to 

T®? 

oL'-i-ei 



o r^co'cdcr,-4ci-?‘ 1-7 1 
mcod t-<to 1 1 1 

1 1 

T ' f ' 





ClOOOClt-OCJCltOCO 
<M tN. to o 1-^ *0 O Ci *0 CO 
CO COW3I>*CO».OCOI>»— < 

xrTci cTo »o to I'-rrH cdci' 

r-4iOOOt-OCOCOC>OCO 

ocT *o cTo crcfi>*rjr cocci' 

r^rHr-idr-CClrHr-! 


t^CitOdtOi— JrHi— »p-»ClCO 
<OQO'r:<iO>OCOi'-OCOOO 
Tjj^QO 00 CO o Cl CO Si d d 
cd”o>d Ol'to'ci'p-T edr-^ooed 
£>^0 OiOddCO'^'^rH 

00 cvr^fdcri-r idedtdr-fed 

d»0'^dCOOrHd 


r-HN.COrH 
:3dC3— « 
CO r-JX^ CO 
co*'j>^»-4'r>r 
o to d to 


COr-^ C5 CO 
io CO d rH 
tO^-i3^C5 rH 

»'o'co''Ci 
C5 O'rr' d 



K— c3 ri O 

S5 ' PJ 43 • • 

a •'§'§oc3(So I • • 

i §~° a aJ §-5-g.3 

"Zo § §-§ 2 2 I 

lippilili 

^ Mt3 ta tD rtp* 3 (3 cn t3 


li "a 

• S 

r5 ^ 

m'^-p 

.r-.a.a o 

^ i=f 

0^ CJ t- 

^ § ?3 a 

°'^k5.5 























6 


Mr. Sangstor gave oral evidence as follows 

Tlit President . Q . — Boforo ■\vo nctually go into tho details, will you please* 
explain to us some of the terms used in this connection? Will you please explain- 
what IS meant by " duty ”? . 

designing our canals we start by saying that wo will give water at. 
tho rate^ of one cusec at the distributary head for 80 acres or more of summer- 
crop. Tho duty in tho rabi will be twice that. One cusec will irrigate twice- 
as largo an area in winter as in summer, so that it means 240 acres or more for- 
a cusec for (he wliolo year. That is tho basis on which we design our canals.. 

Sir Percy Thompson. ().— What is n cusec? 

..-1. — One cubic foot of wafer per second is a cusec. 

Q - — That is onougli to irrigate 80 acres in one harvest and 160 in another? 

A . — Yes, nppro.xiniatcly. 

Q - — Would the 160 include the 80 or is it different? 

A . — Tlioro will bo some overlapping, as double cropping occurs. But in. 
practice out of a thousand acres wc only give enough water for 750 acres of high 
colony “ Bar ” land during the year, and out of that area of 750 acres we say 
that one-third will bo irrigated in the hharif and two-thirds in the rabi. 

Q - — And 250 will lie fallow? 

_ A. — Yes. TJiat is, 750 will bo Iju'ng fallow in the summer and 500 in the- 
winter. 

Ztr. Hydcr. Q. — So, one cubic foot of water per second irrigates 80 acres in. 
k'harif and 160 acres in ro5/? 

A. — Yes. But various crops require varying number of waterings. For 
instance, sugar-cane requires perhaps 15 waterings, rice perhaps 20 waterings in 
about three months. The quantity of water required varies tremendously and> 
roughly according to that we also vary the water rate. 

T/ie President. Q . — Tho canal dischar.ges the water for how long? 

A. — Throughout the year, except during the time when repairs ai-e being- 
executed. We close the canals periodically. But generally they will be flowing- 
day and night. 

Q . — In inundation canals it is different? 

A. — Yes, they only flow for about four months in the j’^ear. 

Q . — Is there any difference between hhftrif and rabil Is it easier to give- 
water in one season rather than in the other? 

A. — There is more water available in the hharif, and in the rahi it is very 
strictly limited. For instance, we have five big canals taking out of two rivers, 
and as there is not enough water for all we have a programme of rot^ion. We- 
have periods of 12 days each, and one canal may run for perhaps only one period 
out of two, or for three periods out of five. Then the branches have to be run. 
in rotation among themselves. If a big canal runs for 24 days out of 36, a branch 
may be run for only 18 or 20 days out of 36. '■ 

Q . — ^\Ve come to the fields. How many squares have you to an outlet? 

A .. — The average size of the outlet is 2 cubic feet a second, i.e., 2 cusecs, and; 
the area is 700 acres approximately, that is, about 28 or 30 squares. 

Q. — ^And the owners of those squares have to settle rotation among themselves ?' 

A.— Yes. ,, 

Q. — You can reduce the water that is taken to gallons? 

A. ^Yes. But we would get such large figures that we prefer to work in' 

cusec-days. ' One cusec flowing for 24 hours -jvill be one cusec-day. 

Q—What relation has the number of cubic feet you allow for a square to- 
the crop? 

A— One watering means a depth of 3 to 5 inches in the field. You give- 
that depth of water at one time. ,Then you give another watering a -week or- 
more later. Sugar-cane will require watering once a week like that. We take- 
the averat^e into account. 240 acres per cusec measured at distributary head for- 
the whole” year is our average. But with that he cannot grow sugar-cane in all. 



his fields. He -will have to grow some crops like gram, etc., whicH require onljF 
two or three waterings. 

Sir Percy Thompson. Q.—ln the beginning of the year he knows how much, 
he is going to get and ho has to plan out accordingly? 

4.— Yes. 

Q. — If you are going to give him _a certain quantity of 
in the course of the year, why not lot him just grow wliat crops ho hkes with- 
out charging differently? He only gets the same amount of water and why no 
charge him for that amount? I do not see wliy you should have differential 
rates as long as he gets the same quantity of water. 

A. — ^Well, in certain areas we are doing that. Wo are having a volumetric 
rate and we are charging so much per cusec-day independently of what he grows. 
But our difficulty is to fix the rate. 

Dr. Hydcr. Q.—ln reply to question 13, you say " In the case of a Govern- 
ment commercial or scmi-comtnercial undertaking, the endeavour should be to 
secure a commercial return But if I may refer you back to what, you have b^^n 
saying now, it seems that you want to get out of the man as much as you possibly 
can. 

A. — That is a commercial return in a way. _ I suppose a comnrercial firm takes 
^as much as it can. In fact, there is no definition of “ commercial return ” any- 
'wher'e. It is not easy to say 'exactly what is meant by tire term “ commercial 
return.” 

Q. — ^You think there is no clement of monopoly profit, and therefore no taxa- 
tion ? 

We try to get wliat is really a fair commercial profit. That is, we 
must get enough not only to pay for the interest on the capital and for main- 
tenance and repairs, but we must take enough on the whole system of canals in 
the whole province to pay for some canals which are run at a loss. Some canals 
make a high profit and others run at a loss. But wo must get a reasonable or 
a fair commercial return on the system as a whole. _ Otherwise wo will not he' 
able to undertake any scheme in' the future unless it is able to pay the interest, 
maintenance cliarges, etc. Therefore, we must have a sufficient margin on the 
successful canals to provide for those which will be less successful* 

< 9 . — you please explain what is your system of water rates and why it. 
18 that fhe volumetric system is not practicable? 

A. — ^From the Government point of view, volumetric assessment is not flexible. 
The province depends very much on water rates for general revenues. But it 
would not be profitable for Government to have fixed returns. It is better for 
^Government to have a fluctuating system and so share in tlic general prosperity. - 

Q. — I think you have fluctuating rates applied' field to field ? 

A. — ^For different crops we have different rates. For wheat, for instance, it 
,is Hs. 5, cotton Es. 6, gram Es. 3 an acre and so on. 

Q - — ^Your canal patwari goes to every field and finds what the crop is growing ? 

4.— Yes. 

Q. The Committee appointed by the United Provinces Government proposed 
that the canal rates should he based on prices. 

4.— Eoughly our rates'also are based on prices. You find that the crops which 
require more water are also more valuable crops. For instance, our highest 
charge is for sugar-cane. The next is for rice which is another very valuable 
, crop. •’ 

<9-— You vkry the rates yearly or after a fixed period? 

, were existing till fast year were fixed some 25 years ago 

they had never been changed. They were changed only last year. Those 

ere .fixed when the canals had been started. So that we do not change these' 
lates very often. , ° 


Q- Surely that is not basing your rates on prices. 

Originally fixed on the quantity , of water required by each- 

cn it + generally happens to correspond with the 

prices, so that you can base your system on either: 
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'■if'v,* of tJir ohjrch'on r/ii.-^fd hy tlio T^lcmhcrs of the Panjnb 
til, 'it tin* (ifivcniiiu'tit avus iml justified in rnisinp those rnlo'. Ijocauso Iho 
t,'iX|i.-iyor is nlif.idy payin;; the intorost on tlie nmourii raised for the puriioso of 
coiistriiriin^ flie.'o canals? 

^ -TJion' is no force in tlint ar^tmnerd hecanse (hey had not taken this fact 
into ron'iilerat Inn, viz., tliat wo may Jinvo in fnturo to undert.nko some loss profit- 
nido .‘■(•homes, and as W(> (ly to kcoji the rates nniforni w(> would not ho aide to 
fix for any mw !,('hem(", any higher rates than those in vof:ne on other canals. 

O.—Tlten you would have a different .set of rater, for the canals that arc not 
profit aide ? 

.1. — We fry to have a uniform rate all over tlio province. There may bo 
rliphf vnriati(>n.s. 

The Irrijj.ntiQn C.’ommission recommended a .system of soiling water Ey 
quantity. 'J'eehni('.ally do you find any ilifliciilty in the sy.stem of modules? 

• f- — No. We have now leaelied the .staire when we have a module which is .suit- 
able for supplying water by a volurnefrie sy.stem. 'J'herc are two .systems as 
^loscriiied in detail in paras. 274 to 270 of 'ifie fndian Irrigation Commis.sion 
Ibjport of IPOl-Oo. Tliere is the meter .system and the module sy.stem. In the 
meter .system you have nn arrangement .similar to that of a (own-.supjdy wafer-pipe. 
You turn if on when yon want wafer and close it when you do not want it. But 
on irrigation canals we must have what is called tiie niodnle sy.stem, midcr which 
the jierso'i has to t:i!;e tlic ivnter when we give it to Jiim. He cannot .s.ay, " I do 
not want it now,” 

— Why should you in.sist that ho must take the water when you choose to 
give it? 

/l.-~Bceausc wo caunof- turn it on and off n.s you do with water in pipes. We 
have .sometimes to b'ad water for 200 miles from (he river down to flic field, and 
it take.s 6 or 7 day.s for it to travel (lie 200 miles. Then if the man says, ” I do 
not want tlic watcr,,now,'’ it. will take another 6 or 7 days for the water to bs 
•turned off. 

Q . — Notice of those times arc given to agriculturists? 

A . 1*05, 

Q . — How long? 

A . — In the rabi season wo tell them at the end of September what the pro- 
gramme of running will be, say, up to Xmas, and in December what the pro- 
gramme will he after Xmas for (he rest of the cold weather season. We send 
round printed notices. It is a programme of rotational running. 

(?. — On account of tin's difficulty the system of giving water by quantity Is 
not possible ? ' 

A- — Yes ; the meter sj'.stem is not possible but the module system is possible 
We do charge by quantity. We say that a man must pay so much for so much 
water. Of course he is never content with wJmt ho is given, and he always wants 
■more. 

Dr. Paranjpye. Q. — ^W'hat do you think of the proposal to combine all the 
charges inclmling land revenue, water rates, etc., in one lump sum and demand? 

j, — I think the water rates should be kept distinct from the land revenue 
rates because we have to design our future canals on the experience of the pre- 
sent ones as to what the possible return will be. In making new canal projects, 
we have to work out what will be the probable return on direct receipts, i.e., 
water rates alone. ITou can say tlie water rates will be so much, but you oannot 
foretell what the land revenue' wiU be on the new waste lands which are going 
to be irrigated. It would depend on the kind of soil and on the crops. 

Dr. Hydci'. Q. — What are the owners’ rates, what is the exact difference 
between the owners’ rates and the occupiers’ rates ? 

J ,. — The owners’ rate is abolished, and it is no longer levied anywhere. We 
have a different rate called "water-advantage” rate, 

Q, I suppose the principle underlying the supply of water is that the man 

Is better off by this supply, and therefore the State is entitled to a share. Is 
(that the principle? 

A. — Yes. 


\ 
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We Bon'bh Sardar Jogendra Singh. Q.—Yon talk of the commercial return. 
<Can you please define it? 

A. — No, I cannot. 

(3— You put a certain limit on it? 

A. — No, I would not. 

<9, X think the most important calculation in this is what is tlm return re- 

• quire'd on your capital which should be charged as water rates. You in 
Answers give no definition whatsoever and do not put any limit. \Miat is the 
•commercial return which you want to secure? 

You can say the minimum must be the interest on the capital and it must- 

pay also for the maintenance charges and repairs, etc., but a certain margin is 
■needed over and above that. 

Q , — Take it as a proportion, what should be the determining factor on the 
•capital as a whole? Let me put it in another way, suppose you call banking a 
■ commercial undertaking, what do you think the profits should be on the shares. 

A. — I am afraid I cannot answer a question like that. 

Q . — Then how do you say the Irrigation Department would not be prepared 
to lay down any rule as to the commercial return. "We want to know, you being 
the monopolist, in selling the monopoly are you going to be governed by any 
ethical limits, and if so, what those limits should be? 

.4. — The limit varies in different tracts. If you take the Western Jumna Canal 
tract, you cannot raise the water rate indefinitely. If you raise it too high, 
the people would not take water because they can afford to grow_ their crops 
on rain without canal water. Your limit depends on the competition, whereas 
in other tracts where there is no competition your charges must depend on what 
-the cultivators could pay. 

Q . — ^Your reason is one canal pays and the other does not pay at all. Taking 
all these factors, could you put any limit taking into account the ability 
of the cultivators? That is to say, we can assess .up to a certain limit. In 
determining this what, in your opinion, should he the guiding principle ? 

A. — 'Well, you ought to take something less than the maximum amount thal 
you could take. 

<2- — There may he one canal which paj's and the other which does not pay. 
A square- is not the average holding in the Punjab, and in the congested districts 
the holding may be even one acre. Even then the water rate is going to be 
the same? 

A- — ^You mean to say that we ought to difierontiate the rates. 

<2- — ^Yos, we -would like to he guided by you on what principle the -water 
rales should be considered. 


A — The water rates should be the same all over, and if any variation must 
be made, it should be made in tlic land revenue. 

Q . — \Yhat should be tlie return on the captial? 

A . — Something like 10 or 12 per cent. 

<2 — ^IVill you say 10 or 12 pe} cent definitely? 

.4. — No, you cannot say it definitely. 

0 — The.n it may be tlie policy of the Irrigation Department to take as much 
as it can. Is it not the position? 

The President, Q . — I undor.stand what Mr. Sangster propo.scs is to pool the 
whole undertaking and get as a commercial return not on anv individual under- 
teking, Imt on the whole undertaking. Am 1 interpreting ^-ou right? 

.4. — ■Yc.'i, quite so. 

^ Dr. Bydfr. (?.~Can you if you include even the officials in the expenses 
ot n canal department? 


Yes, the cost of maintenance includes that ah'^o. 

Ihe Bon'ldt Snrdnr Jognxiha Singh. Q.—Yoii say if you get 10 per cent 
jii ri'luni you wjll be .sati.sfied? ° *■ 

.-l.~The return should he more than 10 per cent, because out of it vou have 
to pa.v your mtcrest and other rharges, and if your interest charges are more 
than 6 or fJ per cent you would not- have much margin loft to pav for other 
fvlH .lie;, nhich rony only pay o or 4 per cent or pcrhajis less. 
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Q ~ — Is it fair to think of the future schemes in charging on one scheme? i 

i^l.— Yes, -svo must. In the Punjab we have taken the easy schemes firsts 
and wo take up afterwards the difRcult schemes, 

Q. — ^Even on difficult schemes if you get a return of 10 per cent., yom - 
will be satisfied? ’ - 

A. — ^Yes. 

Q - — You would not make a difference in charging assessment on smaller- 
holdings and larger holdings separately. You will have uniform rates? 

A. — Yes, wo must have uniform canal rates; if any difference is to be mado- 
it should bo made in land revenue rates. We have _also considered the pro- 
portion of water rate to the value of the crop. 

Q . — Have you tried to work out the produce from an acre? 

4.— Yes. 

Q . — I mean the gross produce from an irrigated area? 

A. — ^IVell, taking average rates I have here a statement which I prepared' 
for a debate which we had in the local Legislative Council. The figures are- 
taken from the season and crop reports. The outturn of rice is 1,700 pounds- 
per acre, and the value is Es. 86 per acre. 

Wheat, the outturn is 1,200 lbs. per acre and the value is Es. 66 per acre. 

Sugar-cane, outturn 1,800 lbs. and value Es. 161. 

Q . — Could you put down this as the standard? Wliat would be the cost" 
of production in getting this Es. 66 for wheat an acre? 

A. — That I cannot say. The averages arc taken from a return. Rs. 66 is only- 
a poor average. We ought to take into account some tracts which get very 
much larger outturns also. 

Q . — Can you say the entire cost of production? 

A. — No, I cannot. 

< 3 . — What is the ratio by which land revenue is charged? What is the rentaP’ 
value of each kind of land ? 

A. — I cannot say. 

Q . — ^Then in fixing the assessment, you won’t take into consideration the- 
available surplus ? 

A. — No. What we have to consider is the relation between the water-rate- 
and the value of the crop. For instance, we know that in Egypt they take- 
one-seventh, in America ong^fifth, but in the Punjab we take only cne-fifteenth ■ 
to one-twentieth. 

T/te PiedcUnt. Q. — I take it that is the proportion of the gross' only? 

A. — Tes. ^ 

The Hon' Vie Sardar Jogendra Singh. — ^You cannot compare the two things. 
That is my point? 

The President, Q . — -Are they gross or net? ^ 

A. — They are gross. I simply took the figures out of a. text-book. There- 
is a particular sentence in that book which says that irrigation rates in America 
are one-fifth to one-sixth of the value' of the crop, in Egypt they are one- 
seventh, and in India one-tenth or one-eleventh. In reality in the Punjab we- 
take only one-fifteenth to one-twentieth. ^ 

The Hon' hie Sardar Jogendra Singh. Q . — You said in your answer to- 
Dr. Hyder that water rates are different from the land revenue. Have you 
got any remedy in stopping this double taxation, charging double for the same 
thing ? 

A .. — ^Water rate is a charge for a commodity supplied and not a tax. Land 
revenue is a tax for quite a different thing. So both should be kept separate.- 
C don’t call that a double charge. 

Q. — ^Have you got any remedy to suggest by putting on a consolidated charge ?' 

A. I do not think there is any necessity for that. A water rate is quite- 

different and is charged on lands which get water, whereas land revenue is- 
charged on all lands which grow crops, whether ■'.vith water or not. 
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(?.— There is a double tax that comes in, the land is twice laxcd by water 
rate and the increased land tax in addition? 
j;.— Ko, I do not think so. 

(7 —In your report last year you compared tlio value of the produce from 
one acre of land and showed that it has decreased last year. 1 think from 
65 to 48 or so. Why is it so? 

4 —I do not unaerstand exactly from where you have taken this. 

(2. — ^Don’t yoif think the volumetric supply of water is more scientific? 

.4.— What do you mean by scientific? 

Q. — mean vou liavc a certain quantity of water wliich you sell for a certain’ 
sum of money.' If there is a general rule that so much water will cost so 
much money? 

.4.— You cannot stop the supply of water when a man does not want it. 

Q . — Speaking from a practical point of view you never supply it when he 
does not want it. It is only when he needs the water. If you think it more 
scientific in other countries as you have quoted in Egypt, why should not the 
department encourage the system of giving water by volume? 

A . — ^Wc have not discouraged the system. We liave attempted to charge 
exactly the equivalent of what an acreage rate would bring in. Wo have not 
yet succeeded. It all depends upon how the water is used. One landowner uses 
the water economically and another wastes it. 

Q . — ^For general purposes you would extend the system by volume? 

A. — ^Yes, we do not discourage it. 

Q . — The reason is that you get more profit by volume? 

— Xo. There arc soma disadvantages also in volumetric assessment. The- 
rate fixed per' unit of volume is important in the Punjab, because the Govern- 
ment depends so much on the ivatcr rates foi^its general revenues that it would 
stand to lose if it charged too low a volumetric rate. Government shares the 
extra profit from a good cultivator, as the more ho .spreads out the water the 
more revenue comes in. When more comes in to the cultivator, the Government 
also gets a small share out of it, and it thus gets more than it would from a 
fixed volumetric rate. 

Dr. Hychr. Q. — ^Because the people arc able to get more, so the Government is 
entitled to get more. Is that right? 

A. — ^Yes. 

Dr. Paranjfye. Q. — ^You spoke about the commercial return and you said 
that you consider that this commercial return must be calculated on the whole- 
system of canals and nob on one single canal, would you be prepared to extend 
that principle to the whole country? 

A. — No. I would not go beyond one province, because the conditions varv 
in each pi'ovince. The rainfall conditions and the river supplies, etc., are much 
the same in the Punjab canal tracts, but they are nob so in other parts of' 
India. In other provinces tney have storage reservoirs, but in the Punjab we 
have none. 

<2— How would you arrange the rates to get a commercial return all over- 
India ? 

A . — The Government of India in the pre-reform days considered that point. 
It is not feasible now when all the provinces are more or less autonomous. 

Q.— Theoretically speaking your proposal, if accepted, can be extended as a- 
whole ? . 

A . — ^To some extent it was done before the reforms. The Government of 
India sanctioned all schemes of irrigation, and before they sanctioned them’ 
■toey probably considered the profits of a scheme from an all-India point of view, 
they considered whether a certain scheme should be sanctioned or not and' 
would be profitable on an all-India basis or not. ’ 

_ C’— Can you tell me something about the discussion that took place recently 

in your Legislative Council? You perhaps intended to increase the water- 
rates ? 

„ The Government proposed to increase the rates. The maforitv of the 
^^ouncil was against it, and they carried the resolution. The majority woro- 


r 
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Q. — What action ]ias boon taken by Government on it? 

— The resolution 1ms not boon accoptecl by tJjo Governor, Tlie new rates 
-stand. But there was a .sligiit reduction made from the original schedule and 
an entirely revised schedule was made. 

Q - — Wo now come back to the question of charging at different rates on 
different ciops. Supposing you (ell the cultivator that he is likely to get 
foi liis fields so much water on .such and such dates and leave the cultivator 
to grow the crop according to liis enterprise, and do not bother about what crop 
he grows on it. Do you tiiiiik there is any practical objection to that scheme? 

.•i. — No, that is tlie practice at present I think. 

Q . — No : you charge for different crops at different rates. You need not » 
trouble yourself with wliat crops bo is going to grow, whether it is wheat or 
sugar-cane, or something else? 

■d. — There is no objection. That is what we call the volumetric system. 

(?. — Would it not simplify your scheme? ^ 

A . — .Not so much; wc may Jiave fewer j>atu-an\‘i, but we would require more 
gauge readers. 

Q . — Why do you require more gauge readers? Will this system make any 
difference for administrative purposes? 

A . — I do not tiiink it will make so much difference. You will require more 
gauge readers; you will have to record the amount of water taken by each 
outlet, which means a larger staff. 

Q . — I put it to you like this. Yon toll a man that he is getting such an 
amount of water. Government decides what is the utmost profit that a man 
can make on a field, well, on that the Government charges, say, 50 per cent, and 
then after having settled that rate, Government should not bother about it. 
ft is for the Agricultural Department to advise as to the best possible use of 
the water that is given to a ailtiVator? ^ 

A. — TJiere is no objection, but the only drav/back is that the Government 
will get a fixed amount of revenue every year and would not share any extra 
profits from bumper crops helped by rain. 

Q . — No : this profit may vary every year. The Agricultural Department will 
tell you that. So it is on that you can fi.x your rate. 

A. — So you will vary the volumetric rate? 

Q . — It will vary of course. 

A. — I do not think it is feasible to vary it frequently. 

Q . — Say once in ten years? 

A. — That is quite feasible. At present according to our acreage assessment, 
j)ur income varies according to acreage matured. 

Q. — Is it not the interest of the Government to see that the water and la.nd 
should be utilised in the best possible way? 

4. — Certainly. It is to the interest of the cultivator as well as of the Goveru- 
tnent to see that they should be utilised as well as possible. We snoaid see 
also that the water is spread out as much as possible. 

The President. — I understand that Dr. Paranjpye’s question is only about 
-the guarmteed area. 

Dr. Paranj'pye. — Yes. 

The Witness. — ^Yes, we would give enough water for that invariably, but 
•under rhis system we would get a fixed return and would not share any extra 
-profits from irrigated areas extended by the help of rain. 

The President. Q. — Even at present you would get a fixed return? 

— jgfo. With an acreage assessment we get a varying return. 

Q_ — Should not people use water as economically as possible, and get as 
-much as they can from the lands? They should not waste the water, is it not? 

A. — ^Yes, some people use water economically but some don't, 

Q . — Some people grow cotton one year and grow gram another year, what 
wvili you do then? 
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A —The vear he grows cotton he would pay more to us, and in the year 
he grows gram, according to the acreage rate, he ivoidd pay less, but according, 
to the volumetri'C system he would pay the same. Under the acreage system 
if a man grows cotton, the Government would score. 

Dr, Ryder. Q. — The man also would score, why should he not grow the same- 
thing every yeai ? 

4 —Well it depends upon the price of the cotton. The amount of cotton 
growing has been much more than it was. It all depends upon the price 
at the lime of sowing when they cannot know what the future price will be. 

Dr. jPdTCiTij'pye. Q. — I have not been able to get clear about this needless 
complication of charging according to the crop. As regards the ethical stantod, 
do you tnink half the net increased return is a fair profit to Government, that 
would include half of the land revenue and half of the irrigation revenue? 
What I would say is this. Take the ordinary land not provided with water,, 
and take the land provided with water, and find out the net profit and charge 
half of the difference. Well, that would be a fair standard to charge, would 
it not ? 

A. — ^Yes, it would, but it would be very much more than what we are 
charging now. 

Sir Percy Thom'pson. Q. — If you assume that ,the Government is not entitled 
tc take 50 per cent of it, is the total water rate collected less than 50 per cent 
all over the province? 

A. — ^Yes. If you take more in water rates you take less in land reyenue. 
If you ^ake less in the one, you take more in the other. That will be true so 
long as ihe enhanced land revenue, fins the water rate, does not exceed 50 per 
cent of the enhanced produce. 

Q. — Is that really the principle on -which the Government are acting? 

A. — ^Yes. 

Q. — You say that in America the ratio of water rates to crop value is one-fifth 
to one-sixth and in Egypt one-seventh, and you also say that in the case of some 
private canal o-wners they take one-fourth. Is it not becauge that they have not 
.got any other source of income that they take one-fourth ? You take one-fifteenth 
or one--fwentieth because you get the balance in other forms; but the private 
speculator can only take it in one. 

A. — We do not know really how much they take as land revenue in America 
and Egypt. They take a fifth to a seventh on the value of the' crop as water 
rate, but we do not know what else they take. We take a fifteenth to a 
twentieth,’ but we take land revenue besides. 

Q.-— Now assuming that the land before irrigation is worth Bs. 100, and that 
after it is irrigated it is worth Rs. 300. The view is that the Government is 
entitled to take half of that difference. That is, after irrigation it can take 
half of 200, or 100 more ? j 

A. — Not half of the difference, but half of the net profits or assets. 

Q.— Now then, we suppose that the actual water rate charged on that land 
IS Es. 40. Do you take that 40 out of the 200, or out of the 100? Do you sar 
that the State is entitled to 100 — 40 or 60 as "water rate ? 

A. — No : the difference is 300 — 100, i.e., 200. 

Q- — I’he 200 is after he paid the water rate? 

A.— The principle is that the Government takes half of the pure profit. 

Q-~Then I think the man has a real grievance. If you take on the whole 
Halt oi the difference then it is quite fair. But if you first take a high water 
rate and then take half of increased production, then I think he has a real 
grievance against the water rate. 

The 'principle of taking half of the net assets 'is for fixing the land 
revenue only and not water rate. 

extent that the increase is covered by the water rate you take 
tne wiiole increase? 

fixinglS’d revenue^^ increase from the water rate for the purpose of 

land was originally worth Rs. 100, and after irrigation it is- 
paying the water rate. Suppose the water rate is 
=>• you are gomg to say that the increas* is from Es. 100 to Es. 260, that ' 


/ 
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ndclilion to Ks 40 which is hy w^ of water rate. So that for that land he has 
paid Rs. 120 for an increase of Rs. 200. He has paid more than half. 

profit is Rs. 160 and we would be taking only half of it. 

11 question is whether you are going to take half of the increase, j.e.‘ 

the difference between the dry and the wet land. If you take half of the total 
'Clinerence, it seems to me that nobody can object to the amount of your water 
rate, that is^ as ’on" as tbo total of your ^Yater rate plus land revenue does 
not exceed onc-Jiaif of llic total increase. 


Tko princiiile is that 3 'ou should take 50 per cent of the net profit 
and not 50 per cent of the increase. That is, the Government is entitled to 
that, though in actual practice it lakes much less. 


Q - — Ilorc is an act performed by the Irrigation Department which increases 
the value of the land and Die tenant does not get half ,of that increase if he 
pays his share towards your improvement. Whereas in the one system the 
fi.xing of water rate is very important for him, in the other case it is a matter 
of indiHerenco to him. 


On the other hand jmu must charge a certain amount of water rate. 
You have to make your system paying. Otherwise people in tracts where there 
is no irrig'.tion at all will have to paj' for the loss. 

Q.—J entirely agree. But the 50 per cent the Government is going to take 
in acldition to the water rate is more than a commercial profit. 

A . — The man gets 50 per cent after paying the water rate. 

Dr. Hi/dcr, Q . — Then you have no case for increasing the water rates. 

A . — ^You can raise your water rate until the man says that he cannot pay. 


The lifaharajndhiraja Bahadur of Bnrdvan. Q . — Do I understand then that 
after .vou have taken 3 *our commercial^ profit, or the duty which you settle in 
the shape of water rate, any decrease in the land revenue is given after taking 
the 50 per cent? 

A . — The decrease, if any, is given at the time of the land settlement. 

Q . — If the water rate gives the Government a clear 50 per cent, then is 
the decrease given because it is more than 50 per cent? 

A . — I do not say water rate gives a clear 50 per cent. The water rate is 
a trifle compared with the value of the crop. 


Q . — In answer to a question put by Sardar Jogendra Singh jmu said that 
<’ertain canals give a return of 45 per cent. 

A. That includes indirect returns and we do not take them into consideration 

when we are getting at the correct profit. We take into account only the profit 
out of the water rates. 


Q_ — ^Vi^hat will happen under your pooling system to this particular canal 
which gives a return of 40 to 45 per cent? 

It -will come down to 12 or 15 as compared with 40 or 45. 

Suppose there is one channel and the Government is running it at a 

loss, and there is another area where the Government gets some profit. Then 
fn which case would you raise the rate ? 


^._We make the rate to be the same on both canals. 


n , — Suppose your existing, rate is Re. 1 per acre and you now raise it to 
Rs. 2. Would not the assessment be rather heavy on the portion where you have 
already got high rates ? 

He would be paying the same rate per acre as every one else. 


Q —You have just now mentioned that there was a debate in the Punjab 
Reeislative Council, and that although the resolution was carried, because it 
was carried by the land owning- class, the Government brushed aside the resolu- 
tion and have kept up the increased rates with certain modifications. 

A —It was not because it was carried by a certain class that the Government 
•did not accept the resolution. The Government had to balance its budget No 
<Ioubt it was in the interests of the members of the Punjab Legislative Council, 
the majority of whom are agriculturist zamindars, to pass such a resolution. 


\ 
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(?— Is there not the geneidl feelmg m yonr province against the raising of 
rthe water rates’ Does not that resolution, in fact, indicate that there is such 
A feehnc’ Because your zamindars are practically small pppnetors and are 
different from the zamindars in Madras or in Bengal’ Apin, when your 
-water rate is uniform, I think it is the same both m the colonised areas and 
other areas lour irrigation canals supply water also to lands outside the 
colony ’ V 


A —Yes Previouslv we ^barged 8 annas extra to the people whose land 
is outside the colony area 

Q —Suppose you are to go back to the old system and sav that a particular 
canal has been constructed by the Government with the intention oi irrigating 
lands m the colony area, and since it passes through the tracts outside that area 
the Government is perfectly justified m charging the latter at a different rate’ 


A — We were charging an extra fee of 8 annas to the old villagers 
Q — ^^hen you had this d fferential rate, was it unpopular’ 


A — No, not a bit 

Q — That being so, don’t you ttimk that instead of your pooling system if 
jou were to cliarge those for whom the canal is not intended at a nigner rate, 
jou can get a higher profit’ 

A ■— rbe present system is nob unpopular among the general cultivators, nut 
■an ong the agitators 

The Honhli Sardar Jc^tndra Stngh* Q— Are not agriculturists in tlia 
majority here’ 

A —Yes agriculture is the chief industry But the cultivators were not 
•really concerned about this 


The President ^ — l^Tiat you did was to make the rates uniform’ 

A— Yery nearly uniform 

Q—Yom attempt was to make the rates uniform and to see that each man 
should pay for what he gets and not tale advantage of any advantageous 
position that nature has given him’ 

A —Yes 

Q — You are not a land revenue expert’ 

A —No 


Q — Is the land revenue assessment fixed m the canal colonies’ 
A — No 

Q — All assessments are fluctuating’ 

A -les 


<3 — I understand that land revenue is defined as a rommal rate 
A —Yes 


Q — The land revenue is not assessed on half the net profit’ 

A — No It is comparatively a trifle 

0— We referred jou to the system which prevails m South India There 
ns no system here at all like that’ Your land revenue bears no relation to the 
pront on the wet crop’ 


A — I cannot say 

0— In working out of the profit on the cannls 
nramc uhich comes from railways and so forth’ 
X— No 


you do not reckon the indirect 


revenne in respect of the 
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h m. 160 and you tiiko half of it. i.e., Ps. 80 by way of land revenue in 
addition to JRs. dO winch is by way of water rate. So that for that land be has 
paid Es. 120 fov an increase of Es. 200. He lias paid more than half. 


/I .—All the same his profit is Rs. 160 and wo would be taking only lialf of it. 

t?.— rile question is whctlicr you arc going to take half of the increase, i.e., 
the difTcrcnec Iiclwocn the dry and the wet land. If you take half of the total 
■cliffcrcnee, it seems to mo that nobody can object to the amount of j'our water 
rale, that, is, as long ns the total of your water rate Tihis land revenue does 
not exceed ono-hnlf of the total increase. 


A.— riio principle is that you should take 50 per cent of the net profit 
and not 50 per cent of the increase. That is, the Government is entitled to 
that, though in actual practice it takes much less. 


(?■ — Here is an act performed by the Irrigation Dcpnrt.monfc which increases 
tlic value of the land and the tenant docs not got half ,of that increase if he 
pays his share towards your improvement. Whereas in the one sj'stcm the 
fixing _oi water rate is very important for him, in the other case it is a matter 
of indifference to him. 


A. — On the other hand you must charge a certain amount of water rate. 
Yon have to make your system paying. Otherwise people in tracts where there 
is no irrig-.tion at all will have to pay for the loss. 

(?• — I entirely agree. But the 50 per cent the Government is going to taka 
in acyition to the water rale is more than a commercial profit. 

A . — The man gets 50 per cent after paj'ing the water rate. 


Dr. Tlydcr. Q . — Then you have no case for increasing the water rates. 
A . — You can raise your water rale until the man says that he cannot pay. 


The hfaharajadhiraja Bahadur of Bvrdiran. Q . — Do I understand then that 
after you have taken your commercial profit, or the dutj’^ which you settle in 
the shape of water rale, any decrease in tlie land revenue is given after taking 
the 50 per cent? 

A . — The decrease, if any. is given at the time of the land settlement. 

Q . — If the water rate gives the Government a clear 50 per cent, then is 
the decrease given because it is more than 50 per cent? 

A . — I do not say water rate gives a clear 50 per cent. The water rate is 
a trifle compared with the value of the crop. 


Q . — In answer to a question put by Sardar Jogendra Singh you said that 
■‘•ertain canals give a return of 45 per cent. 

4. — That includes indirect returns and we do not take them into consideration 
when we are getting at the correct profit. We take into account only the profit 
out of the water rates. 


Q . — What will happen under your pooling system to this particular canal 
which gives a return of 40 to 45 per cent? 

— It, will come down to 12 or 15 as compared with 40 or 45. 

Suppose there is one channel and the Government is running it at a 

loss, and there is another area where the Government gets some profit. Then 
in which case would you raise the rate ? 


— -IVe make the rate to he the same on both canals. 

D.— Suppose your existing rate is Re. 1 per acre and you now raise it to 
Rs. 2. Would not the assessment be rather heavy on the portion where you have 
already got high rates? 

He would be paying the same rate per acre as every one else. 


n ^You have just now mentioned that there was a debate in the Punjab 

Xeeislative Council, and that although the resolution was carried, because it 
was carried by the land owning- class, the Government brushed aside the resolu- 
tion and have kept up the increased rates wdth certain modifications. 

A —It was not because it was carried by a certain class that the Government 
.Jid not accept the resolution. The Government had to balance its budget. No 
Hioubt it was^in the interests of the members of the Punjab Legislative Council, 
the majority of whom are agriculturist zamindars, to pass such a resolution. 
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O— Is there not the general feelmg m your province against the raising of 
rtbe water rates’ Does not that resolution, in fact, indicate that there '3 

feeliive’ Because jour zanundars are practically small proprietors and are 
4 iKeTenl^ from the zaimndats in Madrid or m Bengal Apin, when your 
-Avater rate is uniform , I think it is the same both m the colonised areas and 
other areas lour irrigation canals supply water also to lands outside the 
colony ’ s 

A —Xes Previonslv we charged 8 annas extra to the people whose land 
IS outside the colony area 


Q —Suppose you ate to go back to the old system and say that a partic^ar 
canal has been constructed oy the Go'cmment with the intention of irrigating 
lands in the colony area and since it passes through the tracts outside that area 
■the Government is perfectly justified in charging the latter at a dinerent rate 


A — ^^Ve were charging an extra fee of 8 annas to the old villagers 
Q—When you had this differential rate, was it unpopular’ 


A — No, not a bit 

Q — fhat being so don t you think that instead of your pooling system if 
jou were to charge those for whom the canal is not intended at a higher rate, 
jou can get a higher profit’ 

A —The present system is not unpopular among the general cultivators, out 
•among the agitators 

TAe Hon hit Sordar Jogtndra Smgh* Are not agriculturists jn the 
majority here’ 

A — les agriculture is the chief industry But the cultivators were pot 
•really concerned about this 


Tilt pTtsidtnt ^V^lat you did was to make the rates uniform’ 

A —Very nearly uniform 

Q— 'iouT attempt was to make the rates uniform and to see that each man 
should pay for what lie gets and not take advantage of any advantageous 
position that nature has given bun? 

A —Yes 

You are not a land revenue expert’ 

4— No 


Q — Is the land revenue assessment fixed in the canal colonies ’ 
A —No 

Q — All assessments are finctaatinc’ 

A ~-\e% 

Q — I understand that land revenue is defined as a nominal rate 
A -Yes 


0 — ^T'he land revenue is not assessed on half the net profit’ 
d — No It IS comparatively a trifle 


Q —^0 referred you to the astern which prevails m South India There 
13 no system here at all like that’ Yoot laud xavenne bears no relation to tbs 
profit on the wet crop’ 


A — I cannot say 

Q “In working out of the profit on the canals 
traffic which comes from railways and so forth’ 


you do not reckon the indirect 


A — No 


9 — How do you calculate the share of the land 
canals’ 


revenue m respect of the 


A —The difference between the land revenue uaid bAforo ♦i.a • 

.nto ej.,trate and what js bamg paid afterwards’^ ,a catakte? Th ? 
■enhanced land revenue From, that is deduced « s a Ihe 

^Dd the balance ,s credited to carSs civil admintstration 
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O.'—T iiricJerstniuJ <!)a( {!)<' difi'crcncc helwoon your svsfom ns it is, and Ih 
voiunK'lru; system is tlmt wJjrn on account of ti special advantaeo tiioro is 
special crop, you get n share of it ? b c u is 

.-l.—Yos. 

<?.— You ronUl not malio volumetric sj-s(cm compulsory under the law? 

^ *'ot sure if you could not, I do not tliinlc there is anything against 

_ <>.— .As it is. if n man chooses to leave the land fallow, von cannot comncl 
him to ciihivafc it? * ^ 

.1.-— AVc cannot charge Iiim nnlc's ho takes the w.iter. 

Q. — A'oii hnV(' a lot of wntordogging? 

.■1. — A'es, a certain amount, 

Q . — A man can grow ,a wet crop on his land without actually taking the- 
water hecause of the percolation from the adjoining fields? 

,■1, — Not by percolation alone, Imt by flood water, rain water, etc., ho can 
do .so. ’ ' 

A man can intmp up water from (ho waterlogged areas? 

.f. — A*o.s, ho can and wc cannot charge him any tiling. 

Q . — You have taken no power to charge him? 

A. — No. 

T’/ic Ilnn'hlr Sardar Jo<j<^n(lni fyivgh. Q . — Tn increasing the water rate, did 
you jiropare any stati.sties .showing the surplus? Did you got out any figures to- 
show v.'iint is (ho proportion of land revenue and water rate? 

.-I. — AVe worked out the ratio of v.'atcr rate to crop value and we saw that 
it varied between 1/11 and 1/20 according to crop. 

Q. — A'ou don't consider tli'o question of wages in fi.ving the water-rates? You 
do not take i/i'to consideration the quc.stion of small hordings in the matter of 
impo.sing water-rates. You put nil on the same rate? 

A. — E.vactly the same rate. AA’o don’t make any difference. 

(}. — You oppose the consolidated rate because it is inelastic? 

A.— Yc.s. 

Q. — Tliat is to say, Government can expect more revenue if it keeps tbe- 
present system? 

A. —Yes. 

Q.- — Have you got any recommendation to make to the Committee to lay 
down any canon of \Yater rates? 

A.— I am afraid I cannot do that. I do not think you can improve on the 
present system. That is my opinion. Our present system of an acreage i.-ite- 
is quite good. 

<2-— That is not the feeling of the general public in the Punjab? 

A.— If you ask my opinion, I would say you cannot improve on the present 
system. 

<2. Do you mean to say that the representatives of the people should have- 

no hand in determining this taxation? 

a matter of fact. Government recently did_ try to hear the repre- 
sentatives of the people. To a certain extent the Punjab Government changed 
its original schedule and issued another schedule in October reducing the rates- ^ 
to some extent, cancelling the schedule which was issued only in April. 

The .President. Q. — Yon would treat the undertaking as a whole. Yom 
will make the rates imiform and vary the rate according to the crop, once in* 
ten years, as you said to Dr. Paranjpye. Is that correct ? 

A.— Yes. 


cs 
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Mr. B. MILNE, B.Sc., I.A.S., Director ol Agriculture, Punjab^ 
was next examined. 


Written memoraiidtm of Mr. Milne. 


Q /—As regards the adequacy of the crop statistics, I 
recommend that the Inland Trade returns l.c restarted with all yjccd T ley 
provided for many crops a valuable means of checking the estimates of production 
Taken together with statistics of areas and jiclds of crops they gave an indvca 
tion of food supplies m the country which is essential when food crams f ave 
to be controlled as was the case with wheat here during the Great War inese- 
Inland Trade returns are also essential for tlie sludj of the econorti'C progress 
of India, in short they are, in my opinion, indispen«ablc to good government 


As Director of Agriculture, Punjab, the only ngncuJfnral statistical matter 
which I publish is the forecast of crops Other statistical matter relating to 
agriculture is published by the Director of I.and Becords Punjab In the 
Punjab, forecasts Are issued for wheat, cotton, rabi oil seeds (rape seed sarshaf, 
tor\a and tammira), linseed, hi (sesamum) indigo and sugarcane The procedure 
for preparing and issuing crop forecasts is laid down m Standing Order Ivo 3o 
issued by the Financial Commissioners, Punjab and the Manual of Crop Forecasts 
published by the Government of India 


In November last a Committee composed of— 

Mr H Cahert, CIE, ICS, Registrar, Cooperative Societies, Punjab, 
(Convener), 

Mr H K Trevaskis. 0 D E , I C S , Director of Land Records, Punjab, 
Mr Owen Roberta of Messrs Clements, Kobson and Company, 

Mr W II Mvles, Professor of Ecoromics, Punjab University, 

Mr C C Garbctt, CMG, CIE, ICS, Senior Secretary to tlie 
Financial Commissioners, Punjab, 

and myself, was appointed by the Pinancial Commissioners to consider tbo suit 
ability of the present system of forecasts and of reporting prices 
The subject is being considered under the following heads — 

(1) Area 

(2) Outturn 

(3) Prices 

(4) Form of forecasts 

(5) Number of forecasts 

(6) The system of coordination of commercial intelligence adopted by 

the Punjab Govemmeot * r j 


The Committee’s report will be put before the Financial Commissioners for 
their consideration and I expect, it will be available very soon 

ho™eT raak, . I™ Temmlis here liecariimi; area Hus is satis 
lactory as is shown by the fact that the estimates agree fairly well with the 
actual area ascertained at (Jtrdauart (crop inspection) 

otlifllfmTi ?*"’ ‘1“ >? the airtioipatioaa of not very skilled 

mit , (Tahsil Kanungos) at Tahsil headqoarters who are not in close touch 
rmar*,”* “'S 'ationa steps are proposed to improve this Here 

“1”"“’” *■’. “op nutting experiments, that is to say, 
OTonw d?.rk o?’’".’!'". T” are essential for the 

wLk * of estimates of yields, but owing to want o' staff to carry out 
puroose Z ?h ‘Wse experiments to he of real use foV this 

pnrpose In this matter t agree with Eesolution* No 10 of the Board of 


*Paffe 50 of the printed 


of the Board of Agriculture 


r 
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Agncuifciirc passed at its meeting at Bangalore in January 1924 which reads 
_ in the opinion of the Board of Agriculture the first step in any attempt to 
mprove statistics slionld be ' to appoint a Statistical Assistant under each 
JJircctor of Agriculture with an adequate staff for carrying out of crop cutting 
experiments on a limited scale with the object of determining how such experi- 
ments can best fie conducted for the province generally. Tlie organisation 
subsequently required could then be determined I consider it of the utmost 
nnportance to India that this resolution of the Board of Agriculture be given 
-effect to as early as possible, 

3. In connection with statistics for the purpose of estimation of the wealth 
of the countiy I would draw your attention to the enquiries conducted under the 
^Standing Board of Economic Inquiry, Punjab, (Rural s'CctionJ and I strongly 
recommend that such enquiries should be carried out elsewhere. The 1924 
questionnaire of tiie rural section of this Board indicates the nature of these 
enquiries. 

<?• — I do not think the cliargc made by Government for irrigation water is 
excessive. Farmers who liave to raise tlieir irrigation water from the sub-soil 
Jiave to incur very much more expenditure for irrigating a crop. 

Regarding the plans suggested or adopted elsewliere, I think that as the 
canals are constructed at the expense of the general ta.x-payer, the general tax- 
.payer is entitled to a fair share of the economic value of the water supplied. 

As regards charging for irrigation water by volume this matter was discussed 
at a meeting of the Provincial Board of Agriculture, Punjab, on 1st August 
1924. Relevant extracts of the proceedings are attached. It will be seen from 
these that this system is being given a trial in the Punjab but it is still in the, 
■experimental sxage. 

I do not think that selling water by auction to the highest bidder is desirable 
in the general interest. 

Q. 16 . — If the land has been brought under irrigation at the expense of the 
State, the State is entitled to a portion of the unearned increment in the value 
•of land. 

I am not prepared to suggest a proportion which tlie State should take. I 
would prefer the betterment tax to a lump sum. 

Q. S3.~Yes. 

Q. 2Jf . — I would agree to the tax on entertainments or on railway tickets. 

Q. jpp. — It, is extremely difficult for a taxing officer to ascertain whether an 
•agriculturist’s income exceeds a certain figure or not. Exemptions from payment 
of land revenue below a certain limit would induce fractionisation. 

Owing to unavoidable circumstances, I have had practically no time to look 
into this questionnaire but if the Committee desire information on any particular 
point, data of which I am able to supply, I will be glad to do so. 


Extract from the. proceedings of the 2nd Meeting ^of the Provincial Soard of 
Agriculture held at Lahore on 1st August 192i.. 

Pbogkess Repoet on SiLE OF Canae Watee by voetjme. 

The following notes on the subject had been circulated : — 

(1) Punjab Irrigation Paper No. 27 (Further Notes for the sale of water 

for irrigation at volumetric rates). 

(2) Note dated 23rd March 1924 by Mr. W. Roberts, Managing Director 

British Cotton Growing Association, Khanewal. 

(3) Chief Engineer, Irrigation Works Punjab’s letter No. 1972, dated 3rd 

April 1924. 

(4) Note dated 14th April 1924 by Col. E. H Cole of Coleyana Estate 

(Okara). 


1 


Mr baiiTster stated that th? system of sale of canal water by volume is on 
the increase but is only practicable m the case of big land owners as one full 
■outlet IS the smallest uuft on which it can be introduced It cannot be given 
to a zammdar who has only a sbaie m an outlet but he “"J" standing 

orders no application for sale of vratet hy volume was to be refused 

Sir Mehdi Shah said that zammdars like the system 
amount of water for which they were charged owing to the fact that the 
frequently ran below the registered amounts He gave instances from experience 
on ills own land at Chaku 

The President enquired whether zammdars could not keep a che^k record of 
■the amount of water passing through their outlets 


1/r Sang^ter said that there were gauges ou the spot and that zammdars 
■could keep independent records 

Mr Lahert drew attention to the last sentence of paragraph 5 of letter 
No 6598, dated 3rd Cecemher 1^1, from the Superintending Engineer, o^hmd 
Canal Circle to the Chief Engineer, Irrigation works Punjab, and said that 
what ha said was that the time was not yet ripe to take up the volumetric system 
on a laigt acule 

The Director of igricvJture drew attention to Mr Roberts letter dated 23rd 
Jlarcli 19^ in paragraph 4 of which he suggests — ■ 


(o) that volumetnc rates to be fixed for any Canal or Division sliould 
be based on the average results as regards acreage returns of that 
Dmsion Bates should not be pitched higher or lower than this 
average, but may be revised every five years 
{b) It jnav bb made known what the Department consider the optimum 
conditions of supply m which to give volumetric, e g , a supply of 
2 cusecs 5 cusecs or 10 cusecs This would be some guide to 
zammdaca who may wish to apply for same 
(e) The objections to the volumetric svstern from the Irrigation Depart 
menf s standpoint may be put d^own, so that both sides may try 
to understand the others' view point and thus evolve a basis for 
extension of the system if it is thought advisable to do so ’ 

Mr Songster replied— 

He (u) This u already done The rates are fixed on average results and 
will of course be revised from time to time 

He (&) One outlet is the unit and we can extend 4he system to any outlet 
but cannot give it to a zammdar who has only a share in an outlet There are 
a very few outlets which are constructed to give a discharge as low as ^ a 
cusec, but on an average the outlets are constructed to give about 2 cusecs, 
there are some which go to a discharge of 3 or cusecs 

Re (c) Objections to the system arc already laid down in my letter dated 
31st March 1022 


Mr SangsUr repeated that if people agreed to the irrigation rates the 
Department had no objection to selling water by volume He emphasized that 
so long as the channel is running no individual outlet could he stopped and water 
must be taken by the farmers concerned whether -wanted or not Mr Sancster 
further, remarked t\iat the ImgaUon Department did not gam by selling water 
01 a volumetric basis as there was no^ redaction m the staff maintained to compile 
the necessary records A number of members did not agiee with this 
, Cooperative Department would like to experiment 

thee volumetric system on a small mmor which had on it not more than 

^fr Sonyster said he would agree to such a proposal if put forward 
Mr Date's system of selling water on a delta basis was also discussed 
Vr Sang-ter said that was only a variation of the volumetric system 
^ said that the system of selling water by lolome was in the 

ouderstood that the Irrigation Department wo^d 
le prepared to consider any suggestions offered to them regarding it 
Mr Songster agreed 



while on canals it is Es. 4-4-0 per acre in that season. 'In the case of wells, the- 
total quantity of water used to mature a crop is much less than is used in the 
case of canal supiilies. Aprain under actual practice the cost per inch depth of 
ivater per acre oh the field for the rabi crop from canal supplies is Es. 0-4-4- 
and if you take the Government allowance on canals the cost per inch comes 
to Es. 0-3-4. If you lift water from ordinary wells it costs Es. 2-8-6 and if you take 
tube ivell irrigation water it costs Es. 1-8-2 per inch per acre. These figures are 
according to the Agricultural Engineer’s calculations. 

Dr. Paranjpyc, Q. — Does well irrigation pay the farmer? 

A .. — They carry on their farming. 

Q . — Do you strike water in all parts of the Punjab? 

A. — ^Tou will get water in most places. We strike salt water in some places. 

Q - — What is the depth generally? 

A.-^In a good many areas the spring level is about 20 to 40 feet. The spring 
level is 65 feet in Lyallpnr. In others again it may be less; even up to the soil 
surface in waterlogged areas. 

Dr. Hydcr. Q . — ^You say that because land is brought under irrigation at the 
expense of the State, the State is entitled to a portion of the unearned increment 
in the value of the land. Well, that is a very interesting proposal. But I wish 
to ask you whether you see any difficulties in this. I mean, regarding unearned 
increment. I think people in England w'ere keen on it, but found some diffi- 
culties. I will give you an illustration. Suppose the rate of interest falls, the 
capital value of land increases, but how are you going to separate that incre- 
ment from fhe increase that is due to the land getting water. That is difficulty 
number one. 

A. — The State would have to take such proportion as would be fair assuming 
^bat the alterations are within certain limits. If interest, etc., varied greatly a 
reassessment would be necessary. 

Q. — Another difficulty is there is a rise in prices, you can overcome that by 
means of index numbers, but there is one more important point. Suppose any 
increase in prices is anticipated, that will have to be discounted if the land is to 
be sold, is it not? 

A . — I do not think that. ' 

Q . — For example, a man can put money in industries and can get so much 
return, but if lie puts the same money in land, he should get such a return as he . 
would get in industries. If he does not get the same from land, you are simply 
penalising the man who happens to be the OAvner of the land. 

A. — I do not see the point. 

Dr. Hydcr. — Some increases aie anticipated, but ivhen the increase ripens, a man 
finds that he is not so well off as he Avould have been had he put his money in 
some industrial concern. Therefore I say that you are penalising the present owner. 
You can only put the tax on if there is the anticipatioil that the State will take 
a portion of the unearned increment, but when a man buys his land and comes to ' 
know that the land is going to be increased in value, he thinks he can put that 
money in some other concern as he rvould not get the benefit of the increment to 
the extent that he -would like. 

The, Piesidcnt. Q. — ^You only take a portion of it. , 

4. — We are not out to tax anything further than the actual increase. 

The President. — I think this is not involved in Mr. Milne’s answers at all. 

Dr. Ryder. — ^What I say is that this is one of the difficulties wdiich arises 
in connection ivitli all the proposals relating to the taxing of unearned increment. 

Sir Percy Thompson. Q. — ^What the -witness is saying is that the State is not 
taking enough. 

A. — ^Yes. 

' President. Q. — You say you would prefer the betterment tax to a lump 
would you levy it? 

•was that yon Avill haA'e then a chance to take a pro- 
e Avhich has actua’ ’-en place. That is, you 
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Tht Bon'hU Sardar Jogtndra Smgh <?— What do you think is the area of 
an economic holding in the Punjab, say one which can support five people 
A —I think Mr Calvert is the man who can answer this question 
Q — ^You cannot give any rough idea about this* 

A — I would rather not 


Q — Then again what is your experience abont the prices of land say per 
acre in the Punjab* Po you think it is an economic price’ Do agncultnr sts 
get 5 to 6 per cent for their money always’ 

A — AIv idea is that they do not always get that 


What 15 the cost of production, can you give me any idea’ 

A — I am not prepared at present but can get vou figures 

Q —People say m the Punjab that the land revenue and water rate is merely 
a trifle compared with the produce Is it a fact’ 

A — As 'i matter of fact, I think it is so 


Q — I want the cost of production of the yield per acre of any staple crop 


for example wTieat 

/I From figures worked out some years ago the cost of production for wheat 

including seed, weeding, reaping and winnowing is about Rs 25 
Q — And the yield from an irrigated area ’ 


A —Say about 18 mds pec acre 
Q — Take it at 12 mds 

A — 12 mds IS about the average for the province but take it at 15 mds pei 
acre and Rs 5 per md 
Q— What arc the profits’ 

4 —The profits must be Rs 50 
Q — How much land revenue does he pay’ 

4—1 think he pajs about Rs 10 odd, that is one fourth or one fifth 
The Presiilfnt Q — I think this was the Court of Wards figure given by 
Mr Calvert 


A —A man gels a belter yield from well irrigation, because he cultivates 
bettei In this he has the advantage of taking water whenever he likes About 
lift irrigation I think it costs tremendously and the profits are less, but taking 
the volume of flow I think m the lift irrigation a very limited amount of water 
IS taken while in flow irrigation more water is used Profits on both do not equalise 
Taking for instance lift irrigation which can command 10 acres of land it mav 
be put under valuable crops like tobacco sugar cane etc and in that way it 
15 able to pay well while in a larger area lift irrigation is not paying I am 
trying to show flat lift irngation can be used for intensive crops They do not 
grow onlj crops like tobacco and sugar cane on well lands wheat and cotton are 
usually grown with lift irrigation as in canal areas In the limited areas irrigated 
by wells the farmers cultivate very much better and get a higher yield In well 
irrigation a man gets better yield not because he gets more water, but he Iooks 
after i* better snH cnltivnles better 


Dr Parmipyt Q —The time of the supply of water is determined in the 
likes’^ of irrigation he can take water just as he 

t — kes This is also important 

Th, PmuItM <?-I ^ouM like to ask jo„ ab™t this •tomhmed chareo ot 
land revenue and water rates Is not the great part of the ii,.. 

the land revenue is much less than half net asiets’ the fact that 

4— kes 

A — Quito so 

A —I think it would have that lendencv 
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Professor BEIJ NAEAIN, M.A., Lahore, was next examined. 


Written memorandatn ol Protsssor Brij Narain. 


General Conetderaltoni 


Methods of estimating national income are discussed in a paper read bj bir J 
Stamp on The 11 ealtJi, and Income of the Chief Pou-ers {191^) before the Royal 
Statistical Society m 1919, (JESS for Jtdy 1919) The paper has been 
reprinted m his recent work “ Current Problems tn Finance and Government 
(1924) These methods have also been discussed by Knibbs m his Prnate 
Wealth of Austraha and its Grovith", 


Tor India it would not be difficult to estimate national income if we pos 
sessed complete statistics of production But the following figures are not 
asailahle — 


AgTicvltural Production Yield of — 

Ragi 

Other food grains and pulses (see Agricultural Statistics of India, 1921 22, 
Vol I, page 30, Col 10) 

Oil seeds ground nut, cocoa nut, castor and others 

Condiments and spices 

Fibres other than cotton and jute 

Dyes and tanning materials other than mdigo 

Drugs and narcotics other than coffee and tea 

Fodder crops 

Fruits and vegetables including root crops 
Miscellaneous food and non food crops 


Industrial Production 


No figures of output are available except for the following organised mdus 
tries --cotton, jute, wool, paper and iron and steel 


In View of the fact that out ol 19 per cent ol the whole population support 
ed by mduslries, organised induslucs support only 1 per cent, it is important 
for the purposes of our enquiry to estimate the output of unorganised or cottage 
industries An attempt was made in connection with the census operations 
of 1921 to take a census of hand looms Complete figures, however, for all the 
provinces are not available There are at present no means of estimating vhe 
output of cottage industities, or of organised industries excepting those natndd 
above 


A census of production m India will take several years, and it will not 1 q 
easy to estimate the production of cottage industries But so long as this s 
not undertaken all estimates of national income of India would be based upon 
conjecture rather than facta 


On account of the lack of reliable statistics it is more or less futile to esli 
mate the aggregate national income of India or income per capita I have not 
"ittempted to do so, and I do not attach any importance to estimates given m 
Annexure B Some rough idea, however, can be formed of the income of 
ordinary cultivators For this I refer the Committee to the last Chapter, eu 
titled National Income, of my book on Population, but I do not pretend that 
my calculation is exact 


Family budgets collected in differeni parts of the country would be useful 
in Showing the economic position of different classes of families, but no esti- 
nates of aggregate or individual income for the whole population can he based 
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on thwn. I would suggest that the possibilities of taking a census of produc- 
tion should be thoroughly examined. If, on account of its difficulties, which 
are only too obvious, and cost, the proposal is not considered feasible, the only 
family budgets. These should be collected mainly by non- 
official agency, and the investigation should be limited to families with an 
income of Es. 75 per month or less. The object should be to discover the real 
tax-bearing capacity of the poorest classes. In view of the many loose state- 
ments that are made about the prosperity of India, which is supposed to have 
been growing by leaps and bounds, and the incidence of taxation per head, 
which is supposed to be the lighted in the world, the importance of such an 
enquiry cannot be underestimated. 

Q' 7. — Yes. This jnforination would be of the greatest use to students of 
economics. The existing statistics of industrial wages particularly, as given 
in the Prices and JJ'ayes of India, are unsatisfactory. They relate to a very small 
number of industrial establishments, and do not provide sufficient material for a 
study of wage fluctuations over the whole country. 

Q. 8 . — ^Estimates of national income for different periods and different 
countries are useful for comparative purposes. They are of considerable value 
for an enquiry into the incidence of taxation, for, when they are reliable, they 
are a good index of the changes in the tax-bearing capacity of the population. 

As economic conditions change, the tax-bearing capacity of the population 
also increases or decreases. Further, the tax-bearing capacity of the different 
classes of the population is not the same, and with changes in economic condi- 
tions it varies in different degrees in the case of different sections of the com- 
munitJ^ 

There are three chief matters of interest in the economic development of 
India during the past 25 years : — (1) the rise of^ prices, (2) the decline of 
industries,, and (3) the increasing pressure of the population on the soil _ in 
consequence of the decline of industries. These factors have a direct bearing 
on the taxable capacity of certain classes of the population, and we may there- 
of ore consider them in some detail. 

(1) The rise of prices amounts to a revolution. As compared with the year 
1904 the rise of prices to-day is about 150 per cent; as compared with July 1914, 
prices were 81 per cent higher, in October 1924. Have wages kept pace with, 
the rise of prices? 

In a discussion of this question the following points should be borne in 
mind : — 


While the employers of labour are well organised, our industrial workers 
are practically unorganised. Wages as a rule tend to lag behind prices, 
and they rise slowly where labour, on account of its unstable and 
heterogenous character, finds it difficult to put united pressure on the 
capitalist class. Some information about the rise of wages has been 
given in the last Chapter of my book on Population. It will appear 
that wages have not risen sufficiently and that the actual rates of 
wages paid are low. It is probable that real wages of the poorest 
classes of industrial workers (unskilled) have either remained' stationary 
, or actually fallen. 

It is difficult to show that agricultural labourers are more prosperous than 
before. So far as they receive customary wages (in kind) their condition has 
not changed materially. But there is an increasing tendency to substitute cash 
wages for customary wages in grain, and this injures the agricultural wage- 
earner, for his cash wages do not rise proportionately to prices. 


The greatest sufferers from the rise of prices are petty clerks ’drawing Es. 50 
per mensem or less who live in towns. 

With very few exceptions, the great rise of prices has diminished the tax- 
able capacity of the wage-earning classes. 


For (2) and (3) I may again refer the Committee to my book on Population. 
The decline of industries and the increasing pressure of the population on the 
soil are discussed in Chapters V and VIII. I may draw particular attention 
to the consequences of the increasing dependence on the land described in tlie 
concluding portion of Chapter VIII. 
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Theic 10 \eiy little doubt that the tax bearing capacity of the great inajority- 
of ordinary cultivators has not increased dorwg the past 25 years As the result 
of the diminution in the size of the holding the small cultivator is poorer than 
before He does not gam by the rise of prices, as he produces very little surplus 
over and above his own consumption 

Indirect evidence of the fact that the taxable capacity of the poorer classes 
(majority of the population) m India has not increased is afforded by the slow 
increase of population The death rate m India is the highest m the world 
What are the causes of " the extravagant reaction to conditions of public 
health’ m India’ In spite of the universality of marriage and the high birth 
rate the population of India increases more slowly than that of the leading coun 
tries of the world (with the sole exception of France) Thel-e is an intimate 
connection between the rate of growth of population and economic circums 
tances of the people, nnd if India under present conditions, is over populated, 
it fs not because the limit of expansion of the population in the absolute sense 
has been reached but because, as the result of the excessive dependence on agri 
culture and the decline of industries, the rate of growth of income, m the case 
of the majority of the population, is such that a more rapid increase of numbers 
IS impossible 

These considerations suggest changes in the distribution of the burden of 
taxation on different classes Taxation should be made lighter m the case of 
the poorei classes m towns os well as villages On the other hand classes which 
haie undoubtedly grown prosperous during the past quarter of a century should 
1 e made to contribute more heavily towards the expenses of the State 

There is no doubt that the small cultivator finds it difficult to pay the land 
revenue The land revenue represents a little over 5 per cent of the gross pro 
duce of the land, but it is a heavy tax because tho ‘ surplus income ” of ‘he 
small cultivator, after the existence minimum ts deducted, is practically nothing 
On the other hand laigc landholders ate more prosperous than ever before 
They aro certainly capable of bearing much 1 eavier lax burdens tl an they co 
at the present time 

I would recommend the exemption of agricultural incomes below a given 
amount from the payment of land revenue I would also recommend the taxa 
tion of unearned increment m the case of landed property in rural as well is 
urban areas The proceeds of this tax may be divided in certain proportions 
between the Imperial Government and the Provincial Governments 

I have referred to land revenue above as a tax On this subject I may quote 
what I have written elsewhere — 

‘ It has been said that the controversy about the natnre of land revenue, 
whether it is a tax ar rent, is a profitless war of words So it is in a sense 
If land revenue is regarded as a money payment made by one party to another, 
and no further questions are ashed, it is a matter of indifference whether the 
payment is called ‘icnt oi tax Pul if vre enquire further whether this 
pavmcnt is made bv a tenant to the State landlord or by a subject to the Stato- 
as a contribution towards the general expenses of Government, the question at 
once raises important issues For »I the State m India is the universal land 
lord it IS legally entitled to the whole of the rent, and enhancement of the 
Stale’s demand until it absorbed the whole of the surplus produe'e of the soil 
would be justified But if land revenae is of the nature of a lax, then those who 
pav it can demand that it should be administered like a tax, for example, it 
might be claimed that this tax, like the tax on non agTicullural incomes, should 
le graduated It is thus seen that in a practical sense, that is, considering the 
consequences that flow from the acceptance of one view or ^he other, the 
question whether land revenue is a lax or rent is not merely a question of” 
words ^ 

* It cannot I e denied that the State was the universal landlord in India under 
Indian rulers But (he British Government has everywhere recognised a private 
right in land It is ccrtainlv true that il treats land as a security for the pay 
ment of land revenue and tlmt nonpayment of the assessed revenue entails loss 
of the land hut this does not imply nonexistence of a private right in land 

“Again if land revenue is regarded as rent, it mnst be recognised that the 
enforcement of the State s demand in full at the present time is out of the- 
qucMion Such an attempt would lie politically dangerous Thus on the one 
hand we have a definite recognition on the part of the Slate of a private right 
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difficulty, if not the impossibility of realizint^ the 
S!i demand as rent^ assumng the State to be the ultimate ownei’ in every 
^case Practical considerations in a discussion of the question are entitled to 
great ireight, and we.may conclude that the land revenue is for all tactical 

Sren? • oT «« agricultural incomes, though, regarded as such, it is entirely 
ailieient in character from the land-tax of European countries 

(Source— Book for the Study of Indian Economic Problems, 1922, Vol. II 
pp. elUo, 209.) ’ 


V7icaritcd me? cmem'.-— There is a large amount of unearned increment in the 
epormous rise in the value of landed property. Part of it can be appropriated 
by tile State for its ovra purposes. 


The taxation of unearned increment ivas first attempted in the German 
Cmony of Kiauchau in 1898. The object was to discourage speculation in 'land 
and to prevent private owners, mostly Chinese, from reaping the whole benefit 
arising from the increase in the value of land due to the activity of the German 
Government in Kiauchau. The success of the Kiauchau experiment led to tJie 
adoption of the tax by many municipalities in Germany. (The first to introduce 
it was the municipality of Oetzsch in Saxony. Frankfurt a. M.n followed in 
1904. The movement spread rapidly until 1910: 652 municipalities in addition 
to other bodies had introduced the tax. On February 14, 1911, an Imperial tax 
on increment in value (Eeichszuwaehssteuergesetz) was introduced by the Ger- 
man Government for the whole of Germany. The chief features of the tax arq 
as follows* : — 


The taxable increment is the difference between the purchase price and the 
selling jjrice. For determining the purchase price, 1 Januaiy 1885 was taken as 
the basic date. The tax does not apply to vacant land of less value than 5,000 M. 
or land, which is built upon, of less value than 20,000 M. The tax is 
graded according to the extent of the rise in value ; further the period of 
ownership is also taken into consideration. The rate of tax is 10 per cent if 
the increase in value does not exceed 10 per cent; 11 per cent on increase? 
in value of 10-30 per cent; 12 per cent on increase of 30-50 per cent; anid! 
thus it rises by 1 per cent till it reaches a maximiim of 50 per cent, on increase 
'in value of more than 290 per cent. The maximum rate diminishes with the 
length of ownership. 

The difference between the purchase price and the selling price is calculated 
after adding to the purchase price 4 per cent of the purchase price as represctat- 
ing the cost of acquisition, and the expenditure for buildings, improvements, 
etc., 

The seller pays the tax, but the purchaser is also Ifable under certain cir- 
cumstances. Of the total yield of the tax, the Imperial Government originally 
received 50 per cent, the States which form the German Union got 10 per cent 
as cost of collection and administration of the tax, and 40 per cent went to the 
municipalities within whose jurisdiction the piece 6f land lay. 

In 1912-33 the share of the Imperial Government; in the yield of tj)e tax 
amounted to about 21 million M. 


A tax on inc-ement in value is also levied in England. 


The details of a tax on unearned increment in India can he worked out by 
a special committee. It is the general principle whicli is suggested here. The 
year 1900 may be taken as the base year for deteimining the increase in value. 
There would have to be certain limits of exemption. Allowance will have to be 
made for improvements, cost of acquisition, etc. The tax may be gi-aded. the 
Tcit© rising froTD. 10 per cent in tli6 cssc ol incrcRSB in "valuG of less than 10 P^r 
cent to 30 per cent on increase of 300 per cent or more. There is no donbr 
that the tax will be productive. 

n 26. "The Nature and First Principle of Taxation” by Kobert Jones (P. S. 

Kino- 1914) brings together in one place the principles of taxation as stated by 
tlie leadino- economists of various countries from Adam Smith down to Conrad 
in Germanv and Adams and .Taussig in the United States. ^ 


* Flnanzicisscnschaft by Conrad, Page 266 (8th Ed.). 
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V useful ^^ork in the German language is Grundsatze der Utileui-unj bj K 
Dieh\ and P Mombeit (Selected Readings m Economics, Vol Alli, of the 
series^ 

Q s7 Vo Onl> those who earn more than the existing minimum possess 

ability to pay ’ 

It may be said that if the existence minimum is touched, the tax on the 
•joor worker will bo shifted to the employer But if that is intended, why lot 
tax the emplo>er directly and leave the poor mm alone’ Secondly, the tax 
may not be shifted, if the labourers are not well organised, and are not in a 
position to enforce their demands The only result of the tax under such 
conditions will be a fall m the standard of living, which will have cumulative 
effects 

2S 30 — \ poll tax has no place in o modern financial system A poll 
tax as a condition of the suffrage fas levied in some States of America and 
Switzerland) is not to be recommended, as the payment of it tends to be 
assumed by political parties 

Salt Qg SI — .jJ— I do not accept the statement that from every point 
of view salt is admiral Ij adapted to be a tax bearer ’ in India The salt duty 
is objectionable because it increases the tax buidcns of those classes of the 
population whose tax bearing capacity is the smallest 

Conrad, a leading German economist, thus comments on the salt tax — 

In favou” of the salt tax it is first of all urged that, when its amount is 
moderate, it la not much felt by the population, because it represents 
only a small sum m the course of a year and is paid in small amounts 
But a worker s family, winch consumes a hundred weight of salt in 
a year, pays a tax of 6 M in Germany which is only 2/5 per cent of 
an income of 900 M , but if the existence minimum is deducted which 
may be estimitcd to be at least COO M , the amount (taken away) >iy 
this ono tax is 2 per cent In (he case of a large family the tax may 
easily be 3 per cent or more 

“ Iteia further urged that the (salt) tax is to be regarded only fts supple 
menting other taxes m order to make even the poorer classes contribute 
to taxation , and when (he lower classes of the population otherwise 
remain free from taxation they will only be lightly affected by tre 
tax But one should not forget that also those are forced to pay the 
tax whose incomes amount to a bar© existence minimum, and this 
difficulty (Ilarte lit hardness) must be taken into account And more 
over, as, on protectionist grounds, the taxation of other articles which 
enter irto the consumption of the lower classes cannot be avoided, the 
taxation of salt leads -to the overburdening of those sections, of >i e 
population whose capacity is the smallest ’ * 


The salt duty is levied at the rate of Rs 14 per Md in India In ^Vance 
the tax is Rs 2 3 3 per Md and m Greece Bs 5 per Md In Germany, accord 
ing to Conrad, a workers family pays a tax of 6 M or Rs 44 m a year on 
an annual consumption of 56 seers In India a family of 4 persons consumes 
4 seers of salt in a month or 48 seers m a year and thus the amount of the 
tax paid in a jeir is only Rs 1 8 It would seem that the burden of the tax 
is lighter in India than in Greece France or Germany 

Bat the burden of a tax cannot be judged merely from the amount of the 
tax paid or by calculating the incidence per head of the population Ihe 
burden of a tax must be considered with reference to the real tax beanntr capa 
city of those who pay the tax ^ 


The real tax bearing capacity is found by deducting from the income earned 
the existence minimum If the income of a person amounts to a bare existence 
mmimuTi his tax bearing capaaty is nrf t buither, the existence minimum 


" Finanz^cKtenteJiaft (8th El) p 159 


rawe eUmects of income »thich are necessary payments to owners of nroductive 

rMuirtd tn V.. production anti have no abilitv to bear taxation The standard VoEer 
wiu workineclass family each a level of efficiency and comfort as 
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total expendituie’ Thus if a worker’s family earns Rs 30 a month or Rs 360 
a year Rs 338 4 are accounted for by compidsory expenditure and only Rs Zl-6 
ire left for education, doctor’s fees, etc Now the existence mmimum must 
include some expenditure on education, medical assistance, etc But let us 
assume that ‘ surplus income ’ or tax bearing capacity of a, family is to be 
iiidged by an excesa of total income o\* compulsory expenditure Then m t^e 
case of ii family earning Rs 360 a year, the 'surplus income is Rs 21 6 
The salt tax of Rs 18 per year represents 69 per cant of 'surplus income . 
This is a very high rate of taxation, higher than the rare in Germany and 
probably m other European countries 


I would lecommend the abolition of the salt tax on the ground that it is a 
iieavj tax m the ease of the poor worker From enquiries that I have made 
I find that the burden of the lax is fdt by the poor , 


The suggestion made to the Committee that the salt duty should be raised 
to Rs 2 IS either the result of iguotanca of the true economic position of poor 
families in India or of the first principle of taxation It follows that I regard 
the action of the Government m doubling the salt duty in the Budget for 1923 24 
as indefensible 


Q S3 — In case the salt duty is abolished, I do not think it necessary that 
a substitute for it must be found so that “ the poorest classes ” do not escape 
taxation I do not assume that *• it is proper to impose any taxation at all 
upon the poorest classes” A tax should be imposed only where real tax bearing 
capacity exists, that is, when income exceeds the existence mmimum In 
European countries the majority of the lower classes earn more than the «»x 
istence mmimum But in India the majority of ‘ the poorest classes ” 
^excluding beggars of course) earn less It is dangerous to import into India 
principles of taxation which apply to prosperous countries of the West 

V>e should not also forget that even if the salt tax were abolished almost 
«Tery one xvonld be still paying some indirect taxes or other 


rql/BCCO Q’ 121 and 122 (^) and (5) — Tobacco is a suitable subject of 
Imperial taxation I would favour the taxation of tobacco provided the tax 
IS graded so that it falls heavily on the consumers of cigarettes and cicarsf 
Hookah tobacco should not be heavily taxed Excepting the Sikhs, all passes 
of the population in the Punjab and other parts of India smoke the hookah, 
and tobacco is an item of expendituro m almost every worker’s budget. It 
is not a necessity m the strict sense, but a conventional necessary, and the 
•average worker spends about three to four times as much on tobacco as on 
salt whicli IS a necessity 


As regards the method of taxation the German system well deserves con 
sidention The Imperial Tobacco Tax of 12tb September 1919, which camo 
into force on 1st April, 1920, is graded according to the retail prices of various 
kinds of tobacco manufactures, and is paid by means of tax stamps 
(Steuerzeichcn) The duty to pay the tax rests on the manufacturer, and m the 
case of imported tobacco, on the importer Pajment of the tax begins as soon rs 

• Census Report Bombay 1921, Part I, p CIX 


t The tax on tobacco In Germany Is Ibus graded — 


Tor cigars up to 8 Pf per cigar 8 M for 1000 cigars m 
1 oOO Jf in (he case of cigars of the valne of more than 5 JI 
taxation per cigar thus rises from 0 8 W to 1 60 M 


27 grades rising up to 
per cigar, the rate of 


. cigarettes of up to 3 Pf per cigarette 10 IL for 1000 cigarettCB. In 14 grades up 

to 300 M in the case of cigarettes exceeding 50 pf In value The rate of taxation thus 
rises from 1 30 Pf per cigarette 


Tor nnely cut smoXing tot arco (fner than IJ mra.) of up to 30 It per Kg 
P'r Kg , in 8 grades up to 44 Xf for tcbacco exceeding 80 M in value 


3 Jf 


For other varieties 
tip to 9 II for tobacco 


of pipe tol acco of up to S 51 per Kg , 1 Ji per Kg , In 7 grades 
exceeding 20 M in value 


For cherrlng tobacco In rolls or stirfca of up to 20 Pf per piece 15 JI per 1,000 
pieces In 6 grades up to 100 JI for such tobacco exceeding 1 Sf In value 


For snuff of up to 5 JI Kg 1 JI per Kg in 7 grades up to 4 Jt. for such tobacco 
xxeemling 15 M in value 
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tobacco manufnclmcs arc brought to t-lic inarlcel. They cannot be sold oxccDt 
in closed packages, which must boar labels showing the' quantity and quality of 
Uu'ir contents and the retail selling price, or the price limits of the taxation 
class of the contents. The whole process of production of tobacco manufac-' 
turo and sale is subject to severe control and regulation. The growers of tobacco 
must inform the Government about the quantity produced. They must sell their 
crop only to notified ;r.‘ I-'- niaiiufacturors and traders. The operations 
of the traders arc .sli ; ;!;■ ■ The manufacturers must submit to the 

Government a li.st of products which they intend to manufacture, and samples 
both of the products and of packing. They must keep the manufactured ^pro- 
ducts only in oflicial ware.honsos meant for such purpose. They can buy their 
goods from and sell to only notified tobacco growers, traders and manufacturers, 
and keep accounts in prescribed forms. Wholesale traders are allowed to keep 
.stocks in tbeir own warehouses, without packing and untaxed, bat retailers 
must keep their goods in llio prescribed packing and must sell them only at 
prices shown by tlic tax-stamp. Finally all factories, warelioiises and tobacco 
fields arc sulijcct to supervision. 

It .should not bo difficult to prohibit the sale of cigars and cigarettes made 
in India except in packages bearing a revenue stamp. The chief difficulties 
will airise in connection with hookah tobacco. It is at present not sold in 
packages, and it is sold to poor consumers in very small amounts, one pice 
worth or two pice worth at a time. Further, it would be necessary to control 
the sale not only of mnnufaclurod hookah tobacco but of raw tobacco for, as 
every hookah .smoker know.s, the process of manufacturing hookah tobacco is 
simple and every consumor, with a little rab^ and raw tobacco, can make it 
for himself. 

In addition to the stamp duty, a license tax may be charged for the privilege 
of exposing tobaccos for sale. 

Q. 123 (5) and (S ). — Tobacco is a State monopoly in France (since* 1810), 
Austria (since 1784), Hungary (since 1850) and also in Italy, Spain, Portugal, 
lloumania, Turkey, Japan, and (recently) in Poland. In Austria the cultivation 
of tobacco is undertaken in specified parts of the country and on a small 
scale. The whole of the produce is handed over to the Government. Prices 
at which the crop will bo purcliased by the Government are fixed when orders 
for cultivation are given. Tobacco is manufactured in State-owned factories- 
The French monopoly extends to production, manufacture and sale. 

A State monopoly of tobacco is impossible in India. Conditions are favour- 
able for the creation of a monopoly when cultivation is restricted to particular 
parts of the country and the number of business in the industry is small. 
These conditions do not exist in India. Tobacco is grown almost all over the 
country, and the number of manufacturers and traders is very large. Apart 
from the manufacture of cigars, tobacco is a cottage industry, that is, hookah, 
tobacco is manufactured by a very large number of small businessmen scattered 
over the whole country. The establishment of a State monopoly pre-supposes 
that those who lose their business in consequence are compensated by the State. 
How is that to be done, and what will it cost? 

There is no objection to the continuance of a State monopoly which is old, 
as the tobacco monopoly in Austria, Hungary and France. But there is the 
strongest objection to the creation of a new monopoly which will deprive 
thousands of people of their source of livelihood. 

Q. 122 (1). Nor is an acreage duty on cultivation to be recommended- This 

was tried in Prussia in 1882. The tax {FlacTiensteur) was divided into four 
classes according to the productivity of land. The yield of the tax was very 
little In 1886 the highest rate was retained and applied to the whole of 
Germany, but even then the yield of the tax was “very insufficient” {sehr 
vriqenugchd)*. It is obvious that when the conditions under which tobacco 
is grown in different parts of Hie country are not uniform, the rate of taxation 
chosen may be so liin-h as to discourage cultivation in one province and ur.duly 
low in another province (or part of the same province). If the rate of the duty, 
be too /high it defeats its own object; if it is too low (and it wiU have to be 


Conrad, Finanzwissenschaft, p. 220. 
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kept low m view of tlie diffeiences m yield m different parts of the country) , 
jt will bring m only a small amount of revenue The only alternative is a 
dozen or more rates of duty, and this is imdesirable 

Customs Qs 7S and SO — The experience of England shows that a small 
-number of judiciously selected articles are more productive, from the financial 
point of view, than the indiscriminate taxation of every article which is imported 
Between 1841 and 1862 the number of articles charged with duty in England 
decreased from 1,163 to 44 but the gross produce of the customs duty increased 

from £ 449,000 to £ 494,000 

Imports may be divided into tlufee classes (1) articles of common use which 
-are more or less indispensable, (2) articles which are useful but not indispens- 
able and (3) articles of luiuxy 

The taxation of class (1) would yield the greatest revenue ; of classes ^2) 
and (3) a compaiatively small amount of revenue Class (3) should be heavily 
taxed 

The question of taxation for ’•evenue cannot be considered apart from that 
of the tariff policj of a country, for whatever scale of duties is chosen, it would 
exert some effect upon domestic trade and industry India has definitely adopted 
the principle of discriminate protection, and in suggesting changes m the tariff we 
must take this in view 

It IS objected that a tariff which protects cannot yield revenue, and one 
which yields revenue cannot protect Protective duties may of course be made 
so heavy as to be prohibitive , in that case they jield no revenue But 
moderate protection, is a source of revenue which caunot be despised There 
are many instances in history of tariffs which have protected and also yielded 
revenue For example, under the German tariff of 1878 the receipts from 
customs increased from 103 million M in 1877 to 357 million U m 1890, and 
at the same time according to Schmoller, this tariff enabled German manufac 
turors to secure for themselves their home market, and exercised an educative 
influence upon industry* 

Taxation of commodities of crdinary consumption, which are not produced 
in the taxing country, should yield a considerable revenue When some tf 
these commodities are produced in the country, but not in sufficient amounts, 
and a policy of protection is adopted with the object of encouraging the produc 
tion of these commodities, it is obvious that, if protection is successful the 
diminution of imports would diminish the revenue But so long as the home 
industry does not reach that stage of development where imports cease altogether, 
import duties on such commodity $ will be a source of revenue 

In the Indian tariff cotton goods can certainly be made to yield more 
revenue Increased taxation of cotton goods at once raised some political 
questions I am not concerned with these I sm only concerned to show that 
cotton goods are a suitable subject of enhanced taxation 

Tho production and imports of cotton piece goods in 1913 14 and 1922 23 were 



In mittton 

yards 

Cotton piece goods — 

, 1913-1 1 

1922-23 

Produced m Indian mills 

* . . 11G43 

r25 2 

Imports . . . 

. • . . 3197 1 

lf93 3 

In 1913 14 Indian production 
exceeded the imports 

was 36 per cent of imports 

In 1922 23 it 


The Bombay cotton industry nas made rapid progress dunnr the la<!t <An 

VTi. S ''n “ 1922-&, 1595 3 million lards oi cloti 

had to be imported, it cannot be said that India is, or can become independent 
*Gfun<lrtu der ellgemeintn rtHtmTUchofUlthTt, Vol 11, p 723. ‘ 
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of cotton imports in the near future. Of the total quantity of cotton goods 
rotamed m the country for consumption, net imports represent about 50 per 


Tlio quantity of imports of cotton piece-goods 
and homo production 
Exi)orts of Indian piece-goods 
,, foreign „ 

Total exports .... 

Surplus available for homo consumption 

Iv'et imports 

Porcoutage of not imports to surplus available 
for homo consumption . . . , 


In million yards. 

1913-14. 

1922-23. 

4361-4 

331S-5 

89-2 

- 1.57-0 

62-1 

74-6 

151-3 

231-6 

4210-1 

3086-9 - 

3135-U 

1518-7 

74-4 

49-2 

indard. 

but they show^hat. 


siderabie quantities of cotton goods will continue to be imported. 


Of the total value of piece-goods imports, a little over 26 per cent is 
affected by Indian competition. This percentage refers to average imports in 
1909-10 to 1913-14*. The position may have improved a little since then, but 
the quantity of cotton goods which are imported into India and which are at 
present not produced in the country, is large. 


In view of the large quantity and value of cotton imports, in view of the- 
fact that these imports are indispensable in the present position of the Indian' 
cotton industry and that the imports are articles of ordinary consumption, the 
enhanced taxation of cotton piece-goods is most desirable. The Indian cotton- 
industry, of course, will not fail to benefit by the increased taxation of imports. 

I would recommend that the cotton duties should be raised from 11 to 15 
per cent immediately. On the finer varieties of imports, taxes may be imposed, 
ranging from 15 to 33 1/3 per cent. 


Q. S2. — No. The effect of an export duty is to restrict exports. An ex- 
port duty is paid by the foreign consumer when the exporting country has a 
monopoly of production and the foreign demand is inelastic. But cases of 
complete monopoly are rare, and it is very often possible to find a substitute 
for an article whose export is restricted by a tax. Even the foreign demand 
for our jute cannot be said to be inelastic ; this is shown by the growth in 
the use of substitute for jute in Germany during the war. We have also to 
remember that India is a debtor country, and it is necessary, if she is to remain 
a solvent countiy, to preserve an excess of exports over imports at least equal 
to the amount of the Home Charges. 


Q. 83 . — Specific duties, as far as possible. Very little use is made of ad' 
valorem duties in the English and the German tariff. The disaidvantages of' 
ad valorem duties are well known. 


Prof. Brij Narain gave oral evidence as folloivs : — 

The President. Q . — In your answer to question No. 8 you refer to the decline of 
industries during the past 25 years. Is that based on census figures? 

A. — ^Yes. 

Q , — There have been certain differences in the census classification. Yon 
have allowed for them ? 

— ^Yes. This question has been discussed in the census report of 1921. 

Q, ^You say that the real wages of the poorest classes of industrial workers 

have either remained stationary or actually fallen ? 

A. — ^Yes, after making allowance for the rise of prices. 

Q, ^And the people who suffer most are petty clerks on Es. 50 a month' 

or less ? 

A. — ^Yes. 

’Report on the Conditions and Prospects of British Trade in India at the close cf 
the tVar. by Ainscough, Cmd. 442, p. 37. 
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Q —You say Uiat the cultivator is poorer than before Have you got 
statistics to prove that’ 

have figures to prove that the average holding is getting smaller, 
iahing a period of 30 or 40 years into account I have discussed this in my 
book on Population 

Q— Then you refer to the classes which have undoubtedly grown pros 
perous during the past quarter of a century Can yon tell us what those 
classes are’ 

A — ^Largc land holders 
Q — Is that the only class ’ 

A — That is the most important class One may also refer to the indus 
triahsts — capitalists — but they form a very small class 

Q ^You say that the land revenue represents a little over 5 per cent of 

the gross produce of the land * 

A , — This is Mr Calvert s estimate and I have taken it from him 


Q — ^You would liot support Ifr Hutt s suggestion to fix it at 20 per cent ’ 

A — Of course not 

Q — ^Then jou say If land revenue is of the nature of a tax then those 
who pay it can demand that it should he administered like a tax for example,- 
it might be claimed that this tax, like the tax on non agricultural incomes 
xhould be graduated Have you any scheme for doing that’ 

A — I have no cut and dried scheme ready But I have suggested m my 
statement that ngricuUunsts who got an income of less than a given amount,, 
say Es 1,000, may be exempted from paying the land revenue 
Q— Supposing you graduate il, you still leave it on the land’ 

A —Certainly' 

Q — Suppose the land changed hands, and one man bought np a number 
of small holdings Then how do you get over the difficulty’ 

A — The land revenue is paid by the cultivator Yon have the land revenue 
settlement 

Q — That 18 you propose to reduce at the settlement the land reienue of 
the smaller cultivator lour proposal is to graduate it 

A —X have not actually proposed it But certainly I have no objection, 
to it 

Q —The graduation would fall upon the land ’ 

A — I would take into consideration the income 


Q — Practically you would abolish the land revenue and substitute income 
tax’ 

A — It s very difficult to say how it would work out but surely it should 
not be difficult to graduate it 

Q — The other difficulty is, if you do so, will you not encourage fraction 
isation, the very thing which you want to avoid’ 

A — How ’ 


Q — If the income reached a certain point you have to pay a tax on it 
So you would take care to prevent it reaching that point and if necessary 
break up the holding 

A — That would be cutting ones own throat 1 don’t think that would 
be the result A man will not wilhngly reduce his holding in order to 
escape the tax 

He might transfer certain portions 6enami to his wife or children 


A — That is possible 

Dr Hyder Q — ."With regard to the unearned increment, will you tell 
something more about the Kiauchao experiment’ 


ns 


^ — ^You will find it described m Seligman’s ' Essays m Taxation ’ 
Q — ^Was that levied on all lands* 


A —1 do not know whether it was levied on all lands 
13 based on Conrad {FinanzuisseTuchaft), 


My information 
0 2 
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im( onl.N on the land hold by tlio Government. So far as Germany is concerned, 
yon say that the t,ax is genera!? 

'vas of more general application in Germany, About the 
xviaucliau experiment Scligman saj'S : — 


Tlie tax wis first impo.scf] in the German colony of Kiauchau in 1898 
\\ hcn the German Government took over that possession tlie 
i tr"’?- charge, von Diedevicli, was much concerned over the 
difficulties thni Jiud developed in some of the Asiatic colonies, 

opened to the world’s trade by China 
in 1895, w)iero a few speculators had bought u)) much of the land, 
for ridicnlou.'ly small sums and then held it for sale to Europeans 
at very high prices. The German Government was about to make 
large outlays in constructing harbours, erecting government build- 
ings and building rail-road stations and factories. The admiral 
foreseeing a great rise in land values, tiiought that it would be 
desirable for the Government to purchase a large part of the land 
and then sell it to intending purchasers as might bo needed”. 

The hfaharajatlhiraja Unhadur of Bitrdtcan. Q . — May I know if that land 
in question was purchased by Government for agricultural purposes? I think 
it rofens more to development schemes than to agricultural schemes? 

.4. — I think it had a more general application in Germany later. 


Dr. Paranjpi/c. Q. — Is it applicable to agricultural land in Germany? 

A . — I do not know for certain. 

Q. — So far as I know they a^tply this principle in Germany for town plan- 
ning schemes. i 

A . — I do not know. 

Dr. IJi/dcr. Q . — Would you apply this to agricultural land in India? 

A. — Certainly; that is what I propose. 

(>. — Are there any difficulties in the way? 

.4. — There may be some. 

— There will be difficulty in the separation of true increments, i.e., in 
respect of improvements, from' those due to cha iges in the rate of interest, 
rise of prices and so on? • 

— Let us take these one by one. Take improvements for example. There 
should be no difficulty on account of improvements. The Settlement Officers ' 
make allowance for improvements in assessing the land revenue now; why * 
should it be difficult to do so in future ? What I suggest is this : during the 
last 30 or 40 years there has been an enormous increase in the value of agri- 
cultural and other land. If you want new sources of revenue, tax unearned 
uicrement rather than increase the salt duty. 

Dt. Paranjjiijc. <?.— -Would you take that increment from the small land- 
holders ? 

_ 4 . — not at all. We may exempt land, saj up to Es. X. 

Then if a man wants to sell land worth Es. 2 X, he has only to do 
so twice in order to escape taxation. 

^ 4 . But it should not be difficult to prevent it. It is not impossible to 

detect evasion. 

Q. ^The authorities will not be able to find it out. One sale may take 

place this month and another next month. 

. 4 . You suggest ^-hat the difficulties will be very great. 

Q. Y es, unless you charge it on ail lands without any exemption. 

A - — ^In the case of urban property .also? V. 

Q.— In town planning schemes, no such exemption is madft. No exemption 
as you suggest is allowed. 

—Now yon say that if the exemption is allowed the tax will be evaded 
in every case? 
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A —I see that , but I think it should not be difficult to prevent evasion, 
though I cannot at present suggest any remedy for it 

The Bon bit Sardar Jogtndra SxngK Q — Ttou have said just now that the 
large landholders are benefited lar^y Ha\e you any idea of how many 
will pay revenue above Es 500’ 

A — I do not know 

Q —They are about 2 300 out of 2^ millions of people and that will bring 
about 5 lakhs Is that what jou suggest’ 

A —I suggested an incirment tax and not raising the land revenue 
Dt Paranjpye Q — If your principle is worked out, I think you cannot 
give exemptions 

A — But methods may be found to prevent evasion 

S\T Ptrcy Thompson Q — Have yon any experience of the English method 
of taxing the increments’ There what happened was this when the tax 
was introduced a date was fixed and it was to be levied when prices would 
rise above a certain maximum So far fron^ being increments there were 
decrements Is it not also possible that that point is reached in India, ii* , 
that the price has reached just the point above whicli it won’t go’ 

A — It all depends upon what date you choose 

Q — How are jou going to pay a tax upon an increment which has already- 
accrued ’ Can you make it retrospective ’ 

A — lesj the German tax was made retrospective 
Q—1 know, but it was considered unjust in England 
A — Every proposal for enhancement will be considered unjast 
Q —You will be forced into making it rettospedive ’ 

A — les 


Then where are you going to put your datum line’ 

A —Say 1900 

Q— Have you any records of the value ‘^f property m 1900 except where 
land was re settled Suppose there was a re settlement ui 1890 Where are 
you going to fix your datum line m that case’ 

A —Then there may be some difficulty 

C— Even if you waive the injustice of making it retrospective, you could rot 
possibly have the injustice of taking the datum line at different dates for 
different lands Suppose you take 19(X) as your datum ] ne and assume there 
IS no re settlement 

A — ^Do you mean to say that it is impossible to ascertain the value other- 
wise’ There would have been sales all over the country 

Q — ^What you mean is that by reference to sales you are going to have 
the valuation of land in 1900’ The roam reason that the exis.ing values 
were fixed in England was due to lb© sheer impossibility of finding the 
ongmil values of the land If that was the difficulty in 1909, is it not going 
to be far more difficult to find put the values of all lands in India as they stood 
on a date 24 years back’ 

A — It would he difficult 


Tht MabaTojadkiTaja Bahadur of Burdiccm Q — At page 27 of your notes 
you recommend the exemption of agricultural incomes below a given amount 
I take it that you have not worked out the scheme yourself but what vou 
have m jmnd is that you would eVempt lands up to a certain limit from 
pa-vment o! land revenue Beyond that would you continue the payment of 
land revenue or would you abolish land revenue and bring in what you call 
income tax on agricultural income’ 

A — I have no scheme ready 1 have only suggested that the small cul 
livatot should be exempted 

^ ~“You had no scheme in year mind in giving us the answer to the 
quastionrmre’ 

A —No 


Dr Byder In answer to questions No? 28-30, you sa\ that n poll tax 
aas no place lo a modem financial system’. Aro you aware that there was- 
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•a. poll tax in tho Punjab before irrigation was brought to it and there was 
-ji hearth tax levied on persons who had no visible source of income? 

A , — I am not awaro of it. 

Q - — Arc you aware of the titatfiameda and the capitation tax levied in 
JJurma ? 

A. —No. 

Q. — But would you condemn these taxes? 

.1. — Yes, I would. 

The Pre.tiilcjii. Q . — ^\Vith regard to salt, you say you have made enquiries 
and find that the burden of the tax is felt by the poor? 

A. — Yes. 

()•— rCan you toll us tho nature of your enquiries ? . 

.-1. — I made enquiries among villagers in Jallo (Amritsar district). They 
said that when the salt tax was doubled they felt the increase. They also ' 
thought -that this Committee had the power to abolish that tax and one of 
them said ‘Gel this tax abolished’. 

Sir Percy Thompson. Q . — ^Do you expect any other answer when you put 
that question ? 

A. — ^But tho question is whether there is anything wdiich they can call 
their ‘surplus’ income. 

The President. Q . — ^You tliink an unskilled woi’ker earns Rs. 360 a year. 
You don’t take tho family budget and say how much he spends on salt. 

.‘1. — I have mentioned that in my statement. A family of 4 persons con- 
sumes 4 seers of salt in a month. This is based on enquiries made in Bombay. 

Q. — Is it the same as is consumed in the Punjab? 

A. — Opinions differ. People in towns do not 'consume so much salt. But 
people in villages consume a little more. 

<?. — But the allowance to a prisoner in the Punjab jails is only 2/3 of that 
in the Bombay jails. C' 

A. — That may be. This figure of 4 seers is based on enquiries made by 
the Bombay Labour Office. 

Q . — ^Does it apply to the Punjab? 

A. — ^It may be half a seer less; but that does not affect my argument. 

Q . — ^You do not take the proportion which salt expenditure bears to the 
family budget of a mau earning Rs. 30 a month. 

A. — It is not difficult to do so. I do not think this figure of 4 seers is 
•excessive. When I made enquiries in Jallo, the villagers said that their con- 
sumption of salt amounted to one seer per man in a month. 

Q. — ^You propose a tax on tobacco. Did you ask whether the people would 
prefer the tobacco tax to the salt tax? 

A.— No, 1 did not. 

Q . — ^Would it hit the same people? 

A. — ^It is difficult to say. But certain classes consume tobacco and others 
do not. The Sikhs do not consume tobacco. 

Q . — In so far as it hits the same person, would he prefer the old tax of 
would he prefer the new tax? 

A. — I would certainly recommend the tobacco tax. 

jDr. Paranjpyc. Q . — In the estimate you have given you say that the 
surplus income is Rs. 21'6. But I think the expenditure of Rs. 1-8-0 is included 
in the compulsoiy expenditure. So if that is excluded there, the surplus income 
would come to Rs. 22-14-0 and the percentage would be different. 

A. — ^But tbat won’t make much difference. 

Q . — Is there no unskilled labourer in Germany on the margin of subsistence? 

A. — The majority of labourers are above the margin of subsistence. 

Dr. Eyder. Q . — ^Wliat is your authority to say that the income of the un- 
skilled labourer in Germany is 900 gold marks? 


f 
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* A — Conrad 

Dr Paranjp^e Q — Does the existence snnimum of 600 M include the cost 
of his beer and other things whici he regards as necessaries but which yon 
may regard as superfluities’ 

A — It probably does 

Q — In any country almost every nnshilled labourer is nearly on the margin 
of subsistence on account of competition of labour 

4 — ^During the last 3 of 4 years the German unskilled labourer has been 
constantly getting higher wages 

Dr Hydtr Q — ^You mean real wages’ 

A — Later* I shall send you an extract from a German newspaper with regard 
to that 

Q — Now he may get one billion marks but ho can’t get the same quantity 
•of bread, butter, etc , for the same amonnt as he used to get in 1914 
A — That may be 

Dr Paranjpye Q — ^You have said that you would rather tax tobacco than 
talt You do not expect that there would be an outcry against certain classes 
being exempted from taxation ’ 

A — I see no objection to the tar on that ai^ount 
Q — You suggest the selling of tobacco in packets ’ 

A — It iTill be difficult to sell Jivlta tobacco in packages But cigars and 
cigarettes can be taxed bv means of a revenue stamp 
Q — ^What IS your suggestion’ 

^ ^License fees for hufla tobacco 

Dr Hyder Q*— Do you charge fees even for the cultivation of tobacco or 
is it for selling or for manufacture’ 

A —There should be no licen«e fees for growing tobacco Tobacco should be 
-taxed when it is sold 

Dr Paranjpye Q — How are you going to put hvKla tobacco in packets’ 

A — It IS very difficult 

Q —Would you have a tax on acreage of cultivation ’ 

A — No, because the yield m different parts must be different 
(?— Where it is small, they may not cultivate 
4 — ^ou intend that some lands should go out of cultivation’ 

Q — When growing tobacco is unproductive 

A — Then you impose the tax with the intention of throwing some lands 
out of cultivation 

Q — Is it not possible to havo a differential rate for the various districts 
according to the yield’ 

4 — ^You may have a dozen rates but I do not consider it desirable I don’t 
think that this will work well 


TrajtsliUion 

■•With the help of fen appendfeee it fries anion? other things to prove statiaticallv 
-that In spite of the heavy burdens imposed on German industries by the dictation of 
Xei'anies and the reparation payments involved thereby in spite of the ten tioea heavier 
taxation two to three tiroes higher freight charges in respect of raw materials doubling 
of social burdens increase of general costa increase of interest payments Increased 
expenditure in connection with welfare arrangements increase in insurance charges against 
rfck on account of the critical economic aituation still lor unskilled workers in general 
-the real peace-time wages have been reached for xnskilled workers in part considerably 
■exceeded and that the actual German wages in a large measure are almost in the same* 
relation to foreign wages as m prewar times’ 

(Weltwirtschaftliehes Archiv 21 Band Heft 1 Jan 1925 Sec Blteratur pp 04 95) 

Also see Berliner Boreenretfung of 23 Sept 1923. 
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<?•' — ^ on woultl havp only 15c('n?P(l chops ? 

cigAu^on.'"^' ^ Suggest Hint for cigars cr 

Q. Have yon any objection to liccnning tlioso also? 

„„ cigarettes I would rccotinicnd a rovemic clatrip on riack- 

nges. I think that is bettor. ^ ^ 

Q -' — ^cu would also rK’Oinmend that for hltlhl 

-l.—Yes, bwiuse {hoy ran be sold packages. But htHa tohaceo cannot 
I'O soul in packages, 

Q. \on would treat tliir. re. a Brovineial or an Imperial source of revenue? 
.1.^ — .1*, .'ill Imperial ;ourre of revenue. 


<?.- .Are you going to malce (ho crdtivalor.s .sell only to monopolists? 

A. 1 do not mean that. Tax is to be coilcctod when tobacco is sold... 

Q . — How are yon going to regulate the production? I mean the quantity 
that i‘! piodured. 

.•1. — I have not suggested regulation of production. 

Q ' — ^’^’•lat is going to happen to the cultivator whose crop is not purchased 
liv the hi'eiised vendor ? 

••{. — A 015 are .asM5fning tliat tlierc is much more tobacco than the counter- 
doin.amls. 


Sir /Urn/ Thompson. Q . — It is really this. The monopolist will decide how 
much toh.aceo lie should liavo .and .at wliat jirice. Supposing the monopolist 
docs not take the whole of the tobacco that is grown, tficrc will be a margin,. 
So under tlie system you propO'O if a monopolist rloes not take the tobacco, the 
cultivator will suflcr by not irnowing what to do with the halnnce of the crop. 

.•!, — I do not uudcr.st.and why jicople would grow more than is required. 

<?. — I mean there will always be surplus of tobacco which the monopolist 
may not want. 

.•I. — That is possible. 

7Vif pTC$uh.nf. Q. — Arc there not ,a number of forms in which lower grades 
of tobacco arc used ? Ls not cigar or fudi mailing a cottage industry in many 
places ? 

A.— It is. 


Sir Peretj TJiamjuon. Q. — You then come to the cotton goods, and suggest 
that they can bear an increased tariff. In the last few years it seems that the 
limit of taxation has liecn reached. 

rl. — ^AA^ould you attribute it to the duty? 

Q. — I think it 1ms reached the limit any way. AThat do you think it is 
duo to ? 

.4. — Unfavourable conditions of production just nory. During^ the war, the 
imports rvere very much below the normal and I think conditions have not 
become normal yet. I think cotton imports to-d.iy are holow the normal and 
w-e might expect an increase in the next few years. That is what I expect. 

Q. — Putting the figures broadly, the imports have gone down? 

A. — Yes, but I expect an increase in the future. 

Q . — ^You say that you prefer specific duties? 

— Of course there must he some ad valorem duties in a general tariff. 
But wherever possible the duty should bo specific. 

The President. Q. — Does not the system of tariff valuation make the- 
ad valorjcm duties specific ? Practically Government say the value qf such 
goods should be taken at such rates. 

A . — .am afraid I have not studied this question. 

The Eon' We Sardar Jogendra Singh. Q.—Tio you think that Lancashire- 
cannot import goods into India at a marketable rate ? 

' 4 , — is very difficult to say that. 

Q , — The wages earned in India and in England are quite different, 

X would not say that the decline in cotton import is due to that. 
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26th January 1925. 

Lahore. 


4 Present 

Sir CiiABLES ToDHrNTEn, K C S I , ICS, President 
Sir Bijat CitANP JIAMIAB, GCIE, KCSI, 10 M, Mabarajadhiraj-t 
Bahadur of Burdwan 
Sir Petct Tiiompsov, K B B , C B 
The Hon’ble Sardar Jooendra StNcn 
Dr R r Paiianjpte 
Dr L K Htdeh, II L A 


2Hr. C. M. KING, C.S.I., C.I.E., I.C.S., Financial Commissioner 
and Secretary to Government, Revenue Department, Punjab 
was examined. 


V/rdten memorandum of Mr. KIne. 

Q 25— Tho charge for water is not, in my opinion adequate, bnt my 
attempt to raise it will meet with as^cry ‘Irong opposition We base liad an 
example of this m the recent agitation against the increase m water rates 
ihis ppposition must alwajs be reckoned with Principles for fixing the 
charge for water base been laid down by the GoTemmeTit of India, bnt this 
province has been bound largclv bj wliat 0 e charges were in previous years, 
and it has not m fact followed any principle in fixing its rates except the 
broad general principle tliat it charges more for water applied to valuable 
crops than for water applied to the less aaluable crops 

My opinion with regard to t« e charge to l>o made for the supply of water 
13 scry briefly as follows — 

I think that the charge can be divided into three parts, (i) interest on 
capital expenditure; (ii) upkeep and maintenance charges, and (iii) a charge 
for the water which is the property of the whole State and which cannot be 
given to certain favoured individuals merely becanso of their favourable posi* 
tion with respect to water Viewed from this standpoint, wo can charge for 
the water npiit from interest and maintenance charges, anvtlimg wo like up to 
the point of disconraging people from using water This is the es‘remc 
limit of the charge wo can make, but of course I do not think wo should go 
up to this limit In the production of crops, which result from tho applica 
tion of canal svater to barren soil, there are two parties— 

(1) the owner of the water, which is the State; and 

(2) tne owner of the land 

In aer\ drj areas, w:here tho land can produce nothing without water, ami 
where the rainfall is totallv insuflrcient so U at it does not compete with canal 
water, the owner of the wafer will bo able to force up fats sharo of the in* 
creavn! produce of the land verj- much higher than he will bo able to do- 
»n a less and tract, where he has to compete with natural rainfall Taking 
‘t tt whdle, I think it inav be justly said tliat the increased produce of the 
Lind after deducting the increased cost of caltivation on the part of the cul- 
tivator or owner, and the cast of mlerest on capital expenditnre and r,a*n 
tcnancc charges should be divided equally— between the owner of (ho land 
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Q. — ^You would have only licensed shops ? 

A. — That is only for huhka tobacco- I would not suggest that for cigars or 
cigarettes. 

Q. — Have you any objection to licensing these also? 

A. — ^For cigars and cigarettes I would recomoiend a revenue stamp on pack- 
ages. I think that is better. 

Q . — ^You would also recommend that for hidist 

A. — ^Yes, because they can be sold in packages. But hukha tobacco cannot 
be sold in packages. 

Q . — ^You would treat this as a Provincial or an Imperial source of revenue? 

A. — As an Imperial source of revenue. 

Q . — ^Are you going to make the cultivators sell only to monopolists? 

A. — I do not mean that. Tax is to be collected when tobacco is sold. 

Q - — How are you going to regulate the production ? I mean the quantity 
that is produced. 

A. — I have not suggested regulation of production. 

Q . — ^What is going to happen to the cultivator whose crop ' is not purchased 
by the licensed vendor ? ^ 

A. — ^You are assuming that there is much more tobacco than the country 
demands. 

Sir Percy Thompson. Q. — It is really this. The monopolist will decide how 
much tobacco he should have and at what price. Supposing the monopolist 
does not take the whole of the tobacco that is grown, there will be a^ margin;. 
So under the system you propose if a monopolist does not take the tobacco, the 
cultivator will suffer by not knowing what to do with the balance of the crop. 

A. — I do not understand why people would grow more than is required. 

Q. — I mean there will always be surplus of tobacco which the monopolist 
may not want. ^ 

A. — That is possible. 

The President. Q , — Are there hot a number of forms in which lower grades 
of tobacco are used ? Is not cigar or bidi making a cottage industry in many 
places ? 

A. — It is. 

Sir Percy Thompson. Q. — You then come to the cotton goods, and suggest 
that they can bear an increased tariff. In the last few years it seems that the 
limit of taxation has been reached. '■ 

A. — ^Would you attribute it to the duty? 

Q . — I think it has reached the limit any way. What do you think it 'is 
due to ? 

.4. — Unfavourable conditions of production just now. During the war, the 
imports were very much below the normal and I think conditions have not 
become normal yet. I think cotton imports to-day -are below the normal and 
we might expect an increase in the next few year’s. That is what I expect. 

Q . — ^Putting the figures broadly, the imports have gone down? 

A. — ^Yes, but I expect an increase in the future. 

Q . — You say that you prefer specific duties? 

A. — Of course there must be some ad valorem duties in a general tariff.' 
But wherever possible the duty should be specific. 

The President. Q. — Does not the system of tariff valuation make the- 
ad valorem duties specific ? Practically Government say the value of such 
goods should be taken at such rates. 

A . — I am afraid I have not studied this question. 

The Hon' hie Sardar Jogendra Singh. Do yon think that Lancashirc- 
cfllinot import goods into India at a marketable rate? 

'A. — ^It is very difficult to say that. 

Q . — The wages earned in India and in England arc quite different. 

A . — I would not say that the decline in cotton import is duo to that- 
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Lanore. 
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Sir Charles Todhuvter, K C S T , ICS, President 
Sir Bum Ciiand Mahtab, GCIE, KCSI, 10 M, Maharajadhira-t 
Bahadur of Burdwan 
Sir Percy rnoiipsov, 3v B E , C B 
The Hon ble Sardar Jogendra Singh 
Dr R P Para>>JPYE 
Dr E K Hydet, II L A 


Hr. C. M. KING, C.S J., C J E., I.C.S., Financial Commissioner 
and Secretary to Government, Revenue Department, Punjab 
was examined. 


Written memorantlum ol Mr. Kins. 

Q IS The charge for ivater is not, in my opinion, adequate, but any 

attempt to raise it will meet with a,, very «trong opposition We haio had an 
example of this m the recent agitation against tne increase in water rates 
This opposition must always be reckoned with Principles for firing the 
charge lor water haAe been laid down by the Government of India but this 
province has been 1 ound largely by what llie charges were in previous years, 
and it has not m fact followed any principle in fixing its rates ex'^ept tlie 
broad general principle that it charges more for water applied to valuable 
crops than for water applied to the less valuable crops 

My opinion with regard to t« « charge to be made for the supply of water 
13 very briefly as follows — 

I thinlj that the charge can be divided into three parts, (i) interest on 
capital expenditure , (n) upkeep and maintenance charges , and (m) a charge 
for the Water which is the property of the whole State and which cannot be 
given to certain favoured individuals merclv because of their favourable posi 
tion with respect to water Viewed from this standpoint, we can charge for 
the water apart from interest and maintenance charges, anything we like up to 
the point of discouraging people from using water This is the ex*remo 
limit of the charge we can make, but ol course I do not think ve should go 
up to this limit In the production of crops, which result from the applica 
tion of canal water to barren soil, there are two parties— 

(1) the oivncr of the water, which is the State, and 

(2) tne owner of the land 

In Aery dry areas where the land can produce nothing without water, arrd 
where the rainfall is totally insuflicient so tl at it does not compete with canal 
water, the owner of the water will be able to force ap his share of the m 
creased produce of the land very much higher than he will be able to do- 
in a less arid tract where he has to compete with natural rainfall Taking 
it as a whdie I think it may be justly said that the increased produce of the 
land after deducting the increased cost of cultivation on the part of the cul 
tivator or owmer, and the cast of interest on capital expenditure and iiia ii 
tenance charges should be divided eqaall)— between the owner of the land. 
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•and tile owner of the water. Under the theory of half the net assets, this 
'equal division of the surplus produce is fully justified. Indeed, it is what is 
supposed to take place in the case of all flooded lands. Government in those 
cases is entitled to half the net assets of the soil to which has- been applied 
■directly the water of the river. So also it can be argued that Government 
is entitled to half the increased net assets due to the application of canal 
water to the soil. Thus, in my opinion the maximum limit theoretically of the 
water-rate would be calculated somewhat as follows : — 

Deduct from the produce of the land after the application of the canal 
water, the produce of the land, as it would have been without the application 
•of the canal water. From the remainder, deduct the interest charges an! the 
cost of maintenance of the canal, and also the increased cost of cultivation 
due to canal 'irrigation. Divide the remainder by 2. If we call this remainder 
R per acre and the interest charges I per acre, and the maintenance charges 
M per acre, then the maximum limit of our rates will be R/2 flus I flvs M. 

With reference to (4), I think that if any system of assured measurement 
could be obtained, and if arrangements could be made for distributing water 
’issuing from an outlet among the various persons entitled to share in the water 
from that outlet, then it is infinitely preferable to charge for the water by 
volume than to charge for it by acreage rates. 

(5) I cannot conceive of anyone having any knowledge of the problem 
accepting a proposal to sell the water by auction. 

Q. 16 . — I entirely agree that when land newly brought under irrigation 
-or guaranteed a supply of water for . the first time increases largely in value 
xn consequence, the State is entitled to a portion of the increase, in that (in 
my opinion) it can justly claim practically the whole of tlie increase. I would 
prefer to take this charge for enhanced value in the form of a lump sum 
rather than in the form of a betterment tax. 

Q. 17 . — ^As far as I know, tenancy laws do not affect the rates to be' 
•charged for -water. 

Q. 38 . — I am not in favour of the removal of the exemption of incomes 
derived from agriculture which was given*' rmder Act II of 1886. This is not 
because I think there is not a case theoretically for the removal of the distinc- 
'tion, but because I think that the removal of this distinction in tlie Punjab 
xvould cause a great ferment and would be regarded by the people concerned 
as an act of bad faith. The persons actually affected would, I think, be very 
small in number. Rough calculations, I have, show that the persons paying 
land revenue of Rs. 500 per annum and over number only about 2,300 out of 
3^ millions of revenue-payers. If we regard the land revenue as being equi- 
valent to one-third, '• or one-fourth of the net assets (theoretically it is sup- 
posed to be one-half, but we never get within a close percentage of this 
standard), it will be seen that probably less than 2,000 out of 3^ millions obtain 
taxable income from the land. We shall, therefore, affect very few persons, 
and it is not likely that we shall get more than five or six lakhs of rupees 
in income-tax. This figure must not be taken as more than a very rough 
guess. I do not think -^ve should be justified for this comparatively small 
sum in causing a ferment in the -whole agricultural population. People -will 
feel the tax, even though it is not imposed upon them. 

Q. 39 . — It will be seen from what I have said in my answer to question 
No. 38 that I do not agree with dicta contained in this question. 

Q. Jfi . — I am not in favour of reducing the limit of liability to income-tax 
'below Bs. 2,000. Even now it is very difficult to obtain evidence of the taxa- 
bility of the person, and if we lower the 'limit, we shall have either to include 
•all persons who do not derive income from land or else we have to let off people 
■^vho really are taxable. It is difficult enough, as it is to decide, in any case, 
whether a person’s income is Rs. 2.000 or Es. 1,900. It is far more difficult 
to decide whether his income is Ps. 500 or Es. 490. I think it was a step in 
the right direction when the taxable limit was raised from Es. 500 to Es. 2,000. 

Q. 61.— '^o. . '' 

Q. 62 , — I am not an advocate of total prohibition at the present stage, and 
I do not therefore think it necessary to give my opinion on the schemes for 
•making good the loss of revenue whicli would result from total prohibition. 

Q. 63 . — I do not propose to give an answer to this question. 
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Q Cl I think that the taxable capacity of the province has been lejxhtn, 

and that any further increase m rales would cause a great diminution in the 
return from excise taxes mtbout any corresponding diminution of consump 
tiQa> owing to the large amount of illicit consumption of all excisable article 
that would inevitably take place 

Q 65—1 coisider that the Still Head Duty rates m the Punjab are not 
too high I am not m a position to tay whether the rates in other provinces 
are too high or too low 

Q ffff— Recent increases m rates have been followed by increases in iRimt 
production of liquor It is doubtful, however whether part, if not the whole, 
of this illicit production is not due to diminished facilities for obtaining liquor 
rather than to the increased price of liquor Probably both causes operate 
Before reducing the rates I would prefer to increase ^the facilities for the 
obtaining of licit excisable articles 

Q 67 — ^First part — yes Second part — no 

Q cS—'^a 

Q C3 — I (Jo not think that there should be varying rates 

Q 70 —Tan is not used in this province « 

Q 71 — I do not thmk tint there need be anj great variation in the rates 
xif taxation on ganja, charaa and bhang 

Q 72 —As far as I know— yes 

() 73 — The present system of disposal of licenses for retail vend by auction 
IS, I think the most suitable for this province An attempt at gallonage 
rates proved disastrous 

Q 74 '—It IS not true that the reduction in the number of licenses ha» re 
suited in a great increase m the value of those that remain on the ground of 
monopoly what has happened is that the reduction in the number 01 licensee, 
especially for country spirit has stimulated the production of illicit country 
spirit, and this has m manv cases decreased the valne of retail licenses 

Q 75 — I am entirely in favour of uniformity of rates for all excisabla atticlea. 

Q 75— No The effect of its introduction on revenue would be decidedly 
depressing 

$ 77 —I think It IS unpeiative that steps should be taken for the control of 
opium smuggling As most of the smuggling is fiom the Rajputana States action 
can be taken enectively only by the Government of India v^ich is the suzerain 
power 

Q 96 — I regard a tax as an arbitrary exaction made by the supreme Gov 
emment from its subjects A rent is an exaction made by the owner of land 
for the use of the land The mam difference between the two, as I see it, is 
that a tax need not be subject to economic laws whereas rent is subject to 
those laws The fact that m the Punjab the basis of our land revenue is a 
definite share of the rent seems to me to bring land revenue within the cate 
gory of rent rather than the tax I do not know if these considerations apply 
to other systems 


Q 97 — I do not believe that the prosperity of the cultivator has been 
affected by the land tax in this province It is effected far more by famine 
conditions rather than by anything else, and as that cause has been rendered 
comparatively inoperative by the large increase in cultivation due to new 
canals the cultivator has become increasingly prosperous in the Punjab 


<2 55— Land tevenoq hn the Punjab vanes with the quality of tbo 1«d 
assessed It is incorrect therefore to say that it ignores the ability to pay 
If you have two persons each with 10 acres one of them holding choht and 
tOe other barani land the person who holds thahi land has to pay possibly 

twice as nuch as the person -who holds borrow land m the same neighbour 

ftood The reason for the difference M that be gets twice as much out 0 * his 
c/ia/ti land as the owner of harant land gets out of his haranx land Most 

for terns of 30 ,r,ar>. This giws the element of cer- 

tavnty which is desired It would be wrong to go leyond this With a fixed 
assessment there can be very little tyrannv and exteition on account of revenue 
coHccuons If ^ the time of payment of revenue .s at ail 

inconvenient, dates can be fixed which are more convenient This fact 



44 


has boon staled at least once in the local Logislali\'o Council, and per- 
sons, -who object to the present dates of payment, have been invited to suggest 
other dates. But, ns far as I know, no such suggestions have been made. In- 
the case of fluctuating land revenue, there might have been an opening for 
tyranny and extortion under the old conditions when hharaha was given 
according to the will of the assessing oflicor; but with the di.sappcarancc of 
those conditions the possibility of tj*ranny and extortion has vanished, though 
it is still possible, if there is not proper .supervision, for a revenue-payer to- 
bribe inferior officers, and thus oscapo the payment of his proper share of 
revenue. I do not believe that there is over any case of a man having to pay 
money to avoid the payment of revenue, wnioh is not fairly leviable from him.' 
but it probably frequently h.appens tliat an underling is bribed to lot - a man 
escape from the payment of just duos. It is wholly incorrect to saj-^ that 20' 
per cent of the I'cvonuo is spent on collection alone. Such a statement is 
wildly inaccurate. 

Q. .99 . — Of course there must bo inequality in the payments made as tho- 
area assessed progresses. I do not know of auy practical way by which this 
inequality can be avoided. It is impossible to return to the appraisement 
methods of Do^Yan Sawan Mai. 

Q. 100 . — The only way in which income-ta.x on ngncultnral incomes could 
bo levied in this province would be to fix tlio income in terms of the land .’evenup. 

I think that any attempt to ascertain yearly what the agriculturist’s income- 
actually is, is quite impracticable. ^ 

(f. 101 . — I am opposed to a tax on mutations because it might lead to the- 
concealment of transactions, and a consequent deterioration of our land records. 

Q. 102 . — I think that some form of tax should bo imposed on land specially 
brought under irrigation. Except for this, I wouH not act on Dalton’s principle. 

Q. 103 . — This question is not important in this province. 

Q. lOlf . — I think that the only satisfactory method of comparing the- 
incidenco of land revenue in different provinces is that indicated in (3) or (5). 

Qs. 121 — 13G . — I think that an acreage duty upon tobacco might be imposed, 
but it would be necessary to impose it throughout the country and not only- 
provincially. 


Mr. King gave ora! evidence as follows 

The President. Q. — ^You arc the Financial Commissioner. 

A. — Yes, Sir. ' ' 

Q. — Do you distinguish between the Financial Commissioner of Revenue and' 
Development? Or you are Financial Commissioner of both? 

"ill. — ^I am Financial Commissioner for Eevemti. There is also a Financial' 
Commissioner for Development. 

Q. — You take all matters connected with Revenue. You are also Secretary to 
Government in that department? 

A. — ^Yes, Sir. 

— Is your opinion given here your own personal opinion, or that of the- 
Government ? 

A. — It is not the opinion of Government. I was simply asked to give my 
opinion, I think, as Financial Commissioner, and I have given it. I think I have- 
no existence as a private individual. 

Dr. Hyder. Q. — ^You are the Chairman of your Economic Enquiry Board ? 

'a . — As a matter of fact the Board oi Enquiry consists of twm branches, rural 
and urban, I am the Chairman of the rural branci and the whole Board is presid- 
ed over by Mr. Harkishan Lai. 

Q . — I understand your province is the only province which has got its own- 
Economic Board of Enquiry? 

A. — I think so. 

Q, — Why did they not give Es. 25,000 for the continuance of its activities? 

A. — We have got something this year. > - 
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Q — Can you give us an idea o£ this Board’ 

j rhis Board was founde.il by Sir John Maynard some years aga The 

Government have issued a press communimii explaining the objects of this Board 
It ivas started in the year 1919 and the ‘ommunique sajs that this was done to 
encourage the scientific stud> of the ecoaomic problems of the province These 
problems are of two mam classes, the rural and urban and in the former would 
be included such questions as the size of holdings, the economic holding, the 
consolidation of holdings the transfer of land, tenancie®, outturn of crops, cOat 
of cultivation etc , while among the latter are matters such as housing of the 
poor, congestion m towns, vital statistics, infantile mortality, the prices of food 
and wages, commercial statistics and so forth Arrangements have accordingly 
been made for the creation of a standing Board of Economic Enquiry which 
will be divided into two branches ruril and urban problems The two branches 
will not be rigidly distinct and will work fn coordination and when necessary, m 
joint session 

Q — W hat is the procedure you adopt in regard to this economic enquiry ’ 

A — The rural pait has been functioning only for the last two or three yea ~3 
and so far most of our activities or a groat deal of our activities have been devoted 
to the framing of our questionnaire, and that has taken a good deal of oux tune 
and involved much labour It is intended for the guidance of the investigator 
It IS drawn up to facilitate the enquiry into the village problems The object 
IS to ascertain the real facts of the situation and not the opinion of the individuals 
As you know r anv such enquiry must be intensive and thus the investigator has 
to live in the village for a considerable tune m order to enlist the sympathies 
of the villagers and get himself acquainted with the affairs of a village The 
iiivestigatoi Will not only enquire about the facts mentioned m this questionnaire, 
but if he finds any other problem winch would interest the Board, be will bring 
it to the notice of the Board 

Q — With regard to this economic enquiry you require still more money, do 
50 U no*-’ 

A — ^Well I should tiunk so We are still only m a tentative stage I depre 
cate the idea of going further than this questionnaire Wo are going stage by 
stage We have chosen six villages scattered all over the province and we 
ato doing wotk in these six villages We have a paid investigator who 
conducts the enquiry in subordination to one particular member of the Board 
One is at present doing a village m Amritsar district He will probably take 
a year at it It is a v illage of fairly large size One enquiry may take even two 
years 

Q —If it 18 considered that there should be an enquiry of this sort all over 
the country, jou will take many jears to survey the whole of the Punjab’ 

•1 —We should not take all the villages We should only take typical villages 
and apply the conclusions to all other villages 

Dr Paranjpije Q — How did you choose this village as a typical village ’ 

A — The Board prescribed the factors which made a typical village For 
example, it should he a canal, irrigated village if possible a Sikh village We 
chose it m 4miitsar district because I knew this district very well, as I had 
been Deputy Commissioner there for a long time I then wrote and askeJ the 
present Dep' tv Commissionop to name an average tvpical village and we decided 
"to take the village he named after I had checked his Tecommendation by my 
own knowledge of the district 

Q — ^Then jow say that by this procedure you will get a fairly correct picture 
of the average village m a tahsil’ 

*^1 — ^Yes, but it depends upon ilie size of the tahsil One tahsil might be 
too htg or too small It depends chiefly upon the homogeneity of the tahsil or 
district We have not selected only one village for this enquiry, but we have • 
eolected six villages 

Q — What do you pay your investigator’ 

^ — Bs 150 a month He should be a graduate of the Punjab or any other 
University and a graduate in Economics 
, Q — \ fresh graduate’ 

A —Yes, it will be v cry useful for 'him to do this work as post graduate 



flio nnvrrniiiMit h (lio m\ni-r. niifl llitt fJovernnionf Jin'; bcon chnrg- 
^ns; water ratj-. tci ••ven lii,* private owm-i..? V*i!tr j>o .itioii is tlint fJovernmuiit is 
llie mvtier of the v.nferT 

.1 .-—Y)'.':, I riirittltl any offlinml Govcriitncnf is tlio owner of Uic water. 

Q . — Siiiely in the (liis in mi iinportmit niattn- mnl yrm shoulrl know 

what the value of the enter is, hermi-.e yoti v. ill iinve to tei'c your water-rates on 
the value of water. Wn-. any ealruhition ninrle in c.'ieh hiiality in the rmnil area 
of the value of v.ater! ' 

-•1. — (.'ert.'iinly nil ihe'e fiirtot,. ’hotihl have hern taken into consideration 
lii'foie tile v.ater jate ^\a^ li.\ed. 

Q , — What nlKUit tlio quo-dion of constructing canal;, in Ic.s jirofitahle areas t 
The rate.n .shonkl he tlie :-iiine <c different 7 

.1. — Do you mean l<>s nrolitahle from the piint of view of havinc; loss 
rainfall? 

ty.' — Yes, not favouiahly -.ituateil. My point i-, that if there are .nie-h tracts 
not very favonraldy '-itnaii-d, sle'iild the water rales he the .name ns they arc 
louncl ahout Lahoie or in iiny oilier canal aiea or :-honh! tliey v.ary? 

.1. — From one jininl of view the increase in the produce dne to the con.strnction 
of a i-.aiuil i.n luiieh greater from Inmt unfavour.ahlv situated as regard.n rainfall 
than from land favourably r, ituateil ns regard.s rainfall. The owner of the water 
where the catmls are newly ojemed and where there is no rainfall at all will bo 
abit) to forei' up bo. slian- of the prodiiee of the hand. Another point of view is 
that if you cli.arge high rate, from favourably .situated bauds becatn-e of the good 
yield, t!i<< peojile theie v.on't. take water breau'-e.tbey tvill dejieiid upon the rain- 
fall. My opinion is when jlc'-eft land is newly hronglit under irrigation or guaran- 
teed water, nnd that increase.^ the value of the land, liiere is no reason vhy you 
.should not taho jiractically the whole of the increase got by the supply of water. 

Dr. Paranjpur. Q . — You suggest that hy your formula l’/2. whicli will leave 
the ov.mer a jiarllcular sum, you can realise increased Innt! revenue, hut if you 
will go to your answer 16, you say tliat- you would prefer to lalce this charge for 
enhanced value in the form of a lump sum rather than in the form of a better- 
ment tax ? 

, A. — I am thinking there of the profit that ho would make if the land revenue 
13 not increased. 

Q. — After tall, you leave him (he net adv.ant.oge ; therefore the botlcrincnt of 
the laud would he practically tlio capitalised value of -IF. TJiereforo w’hen you 
take part in boltcrment lax, you mean to lake part of the capitalised v.aluc? 

A. — I simply say Ih.at these are the limits up to whicli you can prob.ably go. 

I .say that the State is entitled ic t.ako this, and not that the Skate should take it. 

Q . — Tlien with these three successive extortions, you practicallj^ leave nothing 
in the li.ands of the man? 

A . — ^But I .say that the ordinary owner oV the land has not done anything to 
■earn the benefit he derives from this canal. 

Q. — ^Why do you say in the beginning that you are going to leave AE- and 
further on say that you are going to take some part of -^E in two instalments? 

A . — I only say that theoretically you can take the whole of it, there is no reason 
•why we should not do it. 

Q. — ^Will not there be any way of cojistruvding the canals on a purely financial 
:and commercial basis ? 

A. — Quite possible, that solves some difficulties certainly. 

Q. — If instead of the State going to the State Irrigation Department, it gives it 
“to some private capitalist? The private capitalist would buy up the lands and 
then sell the lands to the highest bidder? 

A. — 1 do not know if it is feasible. I cannjt give you any opinion on this. 

Sir Percy Thompson. Q. — ^You say you can charge a'’ betterment tax. I nin 
-sure you cannot do that. You take the whole of your interest, whole of your 
maintenance charges and 50 per cent, of the balance. How can you do this? 

If you want anything ' more, can you not take it straight away, §, or 4/5ths • 

•of any proportion you like to name? 

A. — That is the limit for the- water rates. . . 
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Q— I thought your-^fZwa I M was the limit’ What about jour 

enhanced land re'enue’ 

A — If It 13 due, you can tahe jt The diflicultj is that I am t^jing to 
keep land revenue quite separate from water rate They are totally diflerent 
rates 

t>T raranivye <?— la it absolutelj necessary to keep these two things 
separate’ Now that the Local Government has got land revenue and irrigation 
entirely for itself) svhy should wo have these complications’ Why make the man 
complain three times at any rate’ 

A — ^\Vliat actually happens is that land revenue and water rates are al\vayi>- 
reckoned up together Although Government charges them separately, they are 
considered by the psjers as one government charge I have often thought that 
it should be possible to amalgamate all these and charge one rate But the 
reason why you keep land revenue separate is because it enables you to allow 
for differences m the soil 

Q — Find out whatever profit the cultivator makes and charge each piece of 
land according to tlie profit, but do away with jour land revenue and water rates 
as separate items, and charge in one lump sum for each year. 

Tht President — That js tlia system we have in tho South If the soil is 
good, the net assets are greater 

Q — How do you do it with the fluctuating rates’ 

A —May I explain how our fluctuating land revenue works out actually ’ 
We have a canal rate which vanes according to the crop, so much for sugar cane 
so much for wheat, so much for barley and gram, etc Then we have a land 
revenue rate which vanes according to the sod It may be Rs 6 or Rs 2 per 
acre, but that is fixed It has nothing to do with the crop outturn It is 
charged for each partEcuIar square and each square is classed according to the 
soil, quite apart from what crop is grown If tho man cultivates two or three 
crops in his square, say wheat, sugar cane or something else, land revenue is the 
same, there is no difference in that, but hts water rate will differ according to 
the character of the crop, it may be Rs 12 for sugar cane, Rs 5 for wheat and 
BO on 

Q — ^Then land revenue represents an attempt to assess the unimproved value. 
Is not that unimproved value’ 

A —This is not the same as the unimproved value The unimproved value as 
waste IS nothing Land revenue is an attempt to make out the differentiation 

Dr Parcmjpye Q — ^When you talk about your R/2 formula, don’t you think 
that R/2 should he calculated according to the best methods, that is, according 
to the best crop Why do you leave the option to him as to what crop hfr 
will grow Don t you ask him to cultivate the soil in the most profitable 
manner and charge your R/2 according to that, without ally consideration to the 
particular crop’ 

A — I think you will find people agamst this They prefer to have a higher 
rate for a valuable crop and a lower rate for a cheaper crop 

Q — ^Why should they not grow valuable crops always ’ 

A — I cannot tell you why they do not do it They have a rotation and 
they prefer to be allowed to dioose their own crops in their own way I? you 
have a dead level of occupiers' rate, then it would not be popular teople 
would not like it I do not think the small cultivators could do with it, and 
you cannot press them Perhaps big cultivators may like it, but the small 
cultivators have not got the foresight to see this This will be still more un 
popular 

7Ac President Would it bo possible to settle with all the cultivators 
Working from one outlet’ 

^ — ^1' will lead to more murdeiu The big man will get the water everv 


Sir d trey Thompson Q — I understand that the total increased charge, call 

name, 13 going to be R/2 I was going to suggest wbetber it would 
not be possible to take two thirds of B instead of half of R At present you 
wrangle With him twice and if the whole thing is combined, you wul have one- 
wrangle I do not say two thirds is a right figure 


D 
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A . — That is to say you don’t consider land revenue and take land revenue 
as a basic rate and add to it the -water rate. 

Q. — ^Yes. Wliat you are entitled to take, take by all means. You may take 
in any proportion you like. But take it once for all. Let the man see what you 
are going to take. Let there be only one figure. 

4. — Yes, I think you may' do that. Li that case my formula goes; then 
you liave got to take the whole increase. You leave him just sufficient to 
induce him to cultivate. 

Q. — Do what you do new'’ 

A. — ^Yes, but we do not take the whole increase. 

Q. — Take some other figure, but take it in one combined charge. Take 50 
per cent, if you think right, take 60 per cent., but whatever the figure let it be 
in one combined charge. 

.4.— Yes, I do not see why you should not. If j'ou accept that position that 
you are entitled to the whole increase, the difficulty is how to geb the figure. 

Q. — ^It is not more than 50 per cent of the net proceeds? 

A . — It has been for generations. It has always been 50 per cent in the 
Punjab. 

Q. — do not think 50 per cent has got the sanctity of ages ? 

A. — ^I think in the Punjab at least it -has got the sanctity of ages. As far 
as we are concerned it is that. 

Q - — Would j'ou not probably get increased revenue more easily than under the 
present system? It would be" a perfectly intelligible thing to the cultivator. 

A. — ^I think he understands the present system. 

y/i-e President. Q . — The difficulty is that you have to take it on land 
revenue principles. If you take one-third of net assets of irrigated land in an 
area where it is expensive to supply water, the result is that yom increased 
land i-evenue does not pay the interest on capital cost of your irrigation • work. 
That systenii acts as a check on new developments. 

A. — That does not apply in the Punjab. 

Q. — As you go further and further towards the margin, would not your works 
cost you more and more ? 

A.— Yes. 

Q. — And if you reduce your land revenue percentage on the land, your 
return calculated on the net assets of irrigated land may come down to the point 
that it would not pay? 

A. — Why should you reduce it. 

Dr. ParanjT-i/e. Q. — ^Would it not be possible to estimate before you con- 
struct a can^ what it is going to cost you and adding the maintenance and 
other charges lo it, then say to the agriculturists that unless they pay a certain 
percentage of the increase in their net profits, say 75 per cent., the canal would 
not be constructed? 

A. — He would not realise what 75 per cent would mean. We have to tell 
him ‘ we charge you such and such rates ’. 

Q. — ^Under the old canals you would charge him lower rates than under the 
new ones? 

A. — Quite. ^ 

Q. — ^IVould they regard it as fair? 

A. — If they were told that they would not get the water unless they pay those 
rates, that would be all right. 

Q. — Afterwards would they not begin to say that their rates are higher? 

A. — By that time we might have sufficient time to raise the other rates. 

7 he Ilon’bJe Sardar Jogendra Singh. Q. — ^Water rate and land revenue are 
both charges on agricultural income? Can you define agricultural income and 
determine it for the purpose of these charges? 

A. — ^We endeavour to ascertain what the produce of the land is. 
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Q — ^Would you lay down anv roles for detennining agricultural income for 
the purpose of the«e charges’ T^ai is, can yon put it on a scientific basis’ 

^ — Our method of determining agncuttural income from the point of v ew 
of land revenue has hitherto been different from the method from the point of 
view of water rate For the land revenue all calculations are based on rental 
Q — But if we have in the first instance the agricultural income determined, 
• then we can say that we charge so much on it for the land revenue and so on 
1 want to get at the modern idea of taxable surplus in the case of agiiculturai 
incomes, that is, what is left to the cultivator after allowing for his cost of 
pioduckon and *>0 on 

A — Would vru inJude rent in the cost of production’ 

Q — Certainly We have to fix a certain limit 'iou have to determine what 
•that limit IS and wh *her you can cha'‘ge both land revenue and water rate Ihis 
must be on a certain income and I want to know how you ascertain that income 
•d — prefer to think that it is for the increased income that he is likely to 
get that lie should be charged 

Q — If you take 50 per cent m Ihe ca'e of water rate as in the case of land 
revenue, what would be the combined rate’ What percentage does it bear 
to the total income’ Is it possible to levy up to that standard’ Does it leave 
-any margin to the producer if you levy up that standard’ 

A — I certainly think that if Ihe State constructs a canal and provides the 
siiigation it could theoreticallj take practically the whole of the increased pro 
duce due to its miking of the canal 

(?— The State is after all interested in .its subjects If your suggestion 
adopted would it help the prosperity of the people’ Will it not trench upon 
•their power of j reduction if you ch^ge such a rate’ 

A —I think you wiU also have to lake political considerations into aciounl 
Q — No I don t want that From actual practice, taking the case of a 
village where the production is greater and mother village where the production 
tv smaller are you nob shutting up the sources of revenue’ 

A — don’t think you are doing that In the case of our colonies ihe con 
tractors are willing to take land from the owners and pay the latter as much as 
Us 800 or Ra 1 000 a squire Again those contractors do not cultivate the land 
themselves but they sub let them on the half batai system themselves paving 
half the water rate and land revenue and they make a profit out of that Why 
•should they do this unless there is a profit’ 

Q — ^en wliy not lake tbaw and. work it as the matgm’' Again will it 
bold good in the case of small holainps’ In some districts, for instance, 
Xyallpur, the average holding is only about 5 n.res 

4 — But some of your smallest holdings are irrigated by wells, which are far 
•more expensive than canal* 


Q — ^The point is, what vviH be (hat standard of tax which will not trench 
upon the productive power of the people and at the same time yield gcod revenue ’ 
A — I do not think you can fiv an arbitrary standard It must v ary 

Q — ^You say that the Government does not take land revenue up to the 50 
per cent ’ 

A — ^Yes, as a rule 

(?— Are you of opinion that (he dme has arrived when the standard should 
be revised, that is, to bring it in conformity with the usual practice’ 

A — I prefer not to give an opinion on that 
Q — Not your personal opinion even’ 

nbontT^^ ’'ol to give an opinion on that, though I have definite views 


TJ<e Vahartiiadhtraja Bahadur of Durdieon Q—Vo you think it at all a 
practical suggestion that the water rate should be combined with the land revenue’ 


A — ^Both being fluetuating’ 
Q —Yes 


.. 1 ^ considered that m detail But I have con 

1 /.* of having a fixed land revenue and combining. the whole 

let That is much easier, I think 


D 2 
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Q. — But when you have your land revenue fluctuating and your water rate- 
not. fixed, is it practicable to combine the two? 

•^1. — Of course in many places you have got a fixed land revenue, for instance, 
in the Upper Bari Doah canal. There a combination would be almost an impos- 
sibility. But the combination might be possible in the Lower Chenab canal. 
At present I am speaking off-hand. I can see no reason why you should not- 
combine, except that it does not give that flexibility which you have under 
the present system of differentiating between soils. 

Q. — Is it not the practice mostly in the colonised areas, that you charge- 
different rates for the different kinds of crops? Would it be possible to have 
a uniform rate ii-respective of the nature of the crop raised? 

-4. — I think it will be impossible judging from the fact that you have small 
cultivators. I do not think that the man has prudence or vision enough to save- 
raoney on the more valuable crop and utilise the money when there fs need 
for it. It is much better to take it from him when he has money. 

Q. — The other day we were told that formerly jmu had a differential rate for 
water in areas outside the colonies. In one of your replies you- say that ‘ the- 
charge for water is not, in my opinion, adequate but any attempt to raise it. 
would meet with very strong opposition’. Bearing this opposition in mind, 
suppose you put back the old rate under which you charge more for water in- 
areas outside colonised areas? 

A. — ^We have now raised our rates and the extra As. 8 which we used to- 
charge formerly has been absorbed in the present rate. 

Q. — Now suppose that in those areas you raise this rate further. Do yon 
think that there will be the same objection as there would be if you raise it- 
uniformly ? 

A. — Are you talking about the actual lands that have now been paying these- 
rates or future lands? The conditions are different in the two cases. 

Q. — Actual lands. 

A. — ^There will be strong opposition to any increase. 

Q. — ^My point is this. You probably built a canal to benefit a certain colo- 
nised area. But that canal passed through other areas and the people in those- 
areas are also benefited. Now if you were to raise the rates and ycu have- 
differential rates, having a higher rate' for those for whom it was not originally 
intended, would there be the same objection as there would be in the raising 
of the rates in your colonised areas ? 

A. — ^Not if you did it from the beginning. For instance, we have got our- 
Sutlej Valley project now in hand which will irrigate, I understand, about 
400,000 acres of proprietary land which does not belong to the Government. 

1 think it would be quite fair if you demand the betterment tax from those- 
400,000 acres, the produce of which is increased by your constructing the canal. 

Q. — ^You- think that in this project, at any rate, this betterment tax would 
be justifiable? 

A . — I should prefer it to take in a lump rate. 

Q . — You would introduce your rates in such a way as to appear on the surface- 
to be uniform? 

A. — I would have a uniform rate and in addition a betterment tax for these 
proprietary areas. 

Q . — ^But in the areas where you have now got this uniform rale, have youi 
got the betterment rate? 

A.— No. 

Q . — Suppose you introduce it? 

A. — ^We did have it and we have removed it now. 

Q. — You don’t think that at present it will be possible to reintroduce it? 

A . — ^I think it would cause great discontent. I should prefer not to raise it'- 
now. Another reason against it is this. You have got to compare different 
colonies. If you have got a betterment tax such ^as you suggest, you cannot 
apply it only to the areas in colonies which were proprietary areas but also to 
the older colonies. Suppose you want to put an extra rate on the proprietary 
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Tht President. Q. — As regards earmarking- the profits, Mr. Sangster told us- 
that he would treat the irrigation enterprises as a whole, combine all the systems- 
and have uniform rates. Do you accept that? 


A . — I would hesitate to accept that. 

Q - — May I come back to the question about land revenue due to irrigation 
That is only a 'pro forma account to see whether each work is paying its way. 


A . — I think so. 


Q - — Fou said that the principles were laid down by the Government of India.. 
Can you refer us to them? 

A . — I will send the papers to you. I think it was in T904 or 1905. 

Q. — Mr. Sangster told us that he would make the rates uniform throughout 
the province. Do you accept that? 

A . — I accept it. 

Q. Practically to a very g’-eat extent you do charge by volume everywhere- 
inasmuch as each person is entitled to a certain number of cusecs ? 

A . — Not quite that. We allow so many acres to a cusec. In that way be- 
gets his turn. 

Q . — So practically it is not an unlimited supply? 

A . — Noj it is not unlimited. 

Q- — Suppose he grows sugarcane in one portion and some other crop in an- 
other which does not consume so much water? 

A . — He will have to leave the other portion fallow. He cannot grow sugar- 
cane in one corner and rice in another, because he will not have enough water. 


Q. — So, there is a ratio between the two, the charge and the quantity? 

A. — ^Yes, a very rough ratio. 

Q . — Suppose he has got a small area of sugarcane and a large area of wheat. 
Then if he utilises the water for a larger area than he is entitled to, youi 
can cut down the water because he is producing more than he is allowed. 

A. — The outlet may be reduced. 

Q. — You do not give a regular supply? 

A. — It is not arithmetically fixed. ^ 

Q. — Then your next principle is that you must get the money on the crop 
while it is in his pocket? 

.4.— Yes. 

Q . — Let us come to the question of betterment tax. In Q. 16 of the supple- 
mentary questionnaire it is stated that ‘proprietors of land coming under peren- 
nial hrigation should be asked 'to contribute by an acreage rate towards the- 
capital cost of the canal as a condition of obtaining a supply of water’. That 
practically is a betterment tax? 

A. — ^Yes. The matter has not been decided yet. It is under consideration. 

??.— With reference to the Sutlej Valley project, may I take it that you would' 
approve of charging something for the improvement on the capital value, when- 
you give a man for the first time a guaranteed supply of water ? 

A. — ^Yes. 

Q. — ^Would you take it in a lump sum? 

A. — I prefer to have it assessed as a lump sum and take it over a number of 
years. ' 

Q. — ^Does it not take a number of years before land reaches its full value? 

.4.— Yes. 

Sir Percy Thompson. Q. — ^You say that -if agricultural- incomes are taxed you- 
will get 5 or 6 lakhs? 


A . — It is a guess, 

<?.— Supposing you reduce the limit of exemption to the original figure- 
of Es. 500. Would that give a substantial increase in the revenue, apart from- 
other difficulties? 


.4. — I don’t think it will be substantial. 

Q . — That will represent a land revenue of about Es. 125? 
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4 — Yes Thera is also another point If you reduce the exemption to 
Rs 500/ yon might have to include cultivators as opposed to actual proprietors 
^ — po you consider the same objections to apply to income tax on aericul 
tural incomes which are unearned as apply to agricultural incomes generally' 

A — If you have the 2 000 limit, you exclude earned income automatically 
Again, — the reason is a political one — ^this lax would cause a great ferment and ifc 
would not be considered just by the people 
Q-_Why» 

A — Because, historically, they had been making one payment and they think 
this is an additional payment for the land 

Q — But the land revenue is a tax on surplus 
A — How ’ 

Q — It IS a tax which is less than the economic tent You do not exempt an. 
agriculturist in England because he pays rent 

A — From that point of view you may not exempt the agriculturists f^om the 
payment of income tax , but from tlie political point of yiew it is a tax which 
it IS most inadvisable to impose It would cause disturbance, because they do 
understand the principles on which the land revenue is based, and not the prin 
ciples on which income tax is based 

Q — Don t you think that it is an anomaly that agricultural income is not 
included for purposes of income tax » 

A —I think so I think there is a lot to be said for the view that agncul 
tural incomes ^ould be included in reckoning the rate payable on tbe non 
agricultural income 

The Honhli Sardar Jogtadra Singh (?— Do you think it will be fair to 
have an additional tax, leaving aside tbe political considerations’ 

A —I prefer not to answer that question Personally 1 would not do it on 
political grounds That is all I can say 

Dt Poranjpv* Q — Would it be practicable to differentiate incomes in 
smaller towns from those m bigger towns for purposes of income tax ’ The 
man who gets for instance, Rs 2 000 in Lahore is obviously not m the same 
finirciai position as one who gets the same income in a village 

A —I have not considered that point But I think it is impracticable 
The President Q —You say you have m^'de rough calculations with regard 
to the number of persons pacing land revenue who would be liable to income tax 
Can we have them’ 

A — I have not made them Mr Calvert made them and he may be able 
to send them to you 

Q — In answer to Q 39, you say that you do not agree with the dicta contained 
in the question May I take it that you Hunk it is inaccurate’ 

A — I think it IS inaccurate 

Q — In your answer to Q 40 you say, I am not in faaour of reducing the 
limit of habilitv to income tax below Rs 2 000 * 

A — ^Yes, certainly 

Q~ Woald you approve of collecting tbe local boards’ pxifession tax by 
extending the operation to the income tax down to Rs 500 ’ 

A — I have not considered that matter I used the word ‘rates’ in my 
written answers to questions Nos 64 and 65 to mean the total taxation 

Q — With regard to supplementary Q 66 is there any unauthorised sale of 
methylated spirits’ 

A — Not as far as I know We had some increase m the consumption of 
methylated spirit and wa are watching the matter But so far there la no indi 
ca>.ioi tiiat it IS being used in an unauthorised manner 
Q — you know anything about Cooper’s brandy ’ 

A —I have not heard of it 

^ sav that the reduction in consumption is largely due to diminished 
ficiaties’ In jour answer to Q 66 vou say illicit production is due to dimmish 
. facilities for obtaining liquor’ What will bo the effect of your Local Option 
Act’ 



14. — Tho Local Option Act applies only to towns and not to rural areas- 

ZJr. Parnnjpyc. Q . — Is there illicit distillation in towns? 

.1. — Yes; llie otlier day wo came across a complete still in IlawalpindL 

T/ic Pri'Kithtit. Q . — In answer to Q. 67, you say you would not give tho 
sun.o Irecdom from restrictions on transport to Indian niude foreign liquors 
as is given to foreign liquors? Would that not cause great diJfliculties in inter- 
provincial trade? 

.1. — Well, it means that you will have to get passes every time, but it depends 

011 what limit you set. Ilut 1 lio not" know if tliis is an objection altogethui'. 

Q . — You know that it was one of the arraiiuemenls made after tho report 
of liie Excise Committee of 1906 that all those liquors should bo given permits 
just like tile foreign spirits. 

.1. — I think bonded warehouses were provided for that. Kcccntly wo had 
great difliculty on tlio (|uestion of rum. 

(J . — What is sold as foreign spirits in liquor shops cannot compete with 
country spirit? 

.1.— No. 

0 — What do you think of the propos.al to hand over the excise revenue on 
foreign liquor to the Imperial Government? 

.4. — I think there is ii good deal to be said in favour of it. 

Q . — Tn answer to Q. 68, you say you would not approve of the imposition 
of supplementary duties on foreign liquors by Local Governments? Don’t you 
actually base your licensing fees on consumption? 

.1. — ^l^'ory roughly. It is a rough indication of what the rate ought to be. 

Q . — ^Would you ai)provo a uniform rate of duty for ganja, opium and bhang, 
etc. ? 

.4. — ^Yes. 

Q. — ^Would you approve of a central monopoly leaving the right to provinces 
to prohibit if they wish? 

.4. — The Punjab, with reference to chants, would have to be compensated, 
because wo arc making a good deal of it. I think wo are making from it about 

12 lakhs. 

Q. — ^Is not that going''to be challenged? 

.1. — ^We shall be able to maintain it. 

Q. — What is your ground? 

A. — We have already done that as far as Indian States are concerned and 
they cannot get it except from our bonded warehouses. We have got a 

•special agreement with Kashmir. 

\ 

Sir Percy Thompson. Q . — Are you not trenching upon the taxable capacity 
■of the States ? 

A.— No. 

The President. Q. — Is not the duty a transit duty? 

A. — It is an import duty, not a transport duty. There are legal difficulties 
in imposing any other duty. We think it unfair to the importer to charge the 
Tate ruling at the time of taking the charas out of the bonded warehouse. We 
•charge tho duty ruling at the time when the charas was brought in. 

Q . — ^Under what law is it levied? 

.4. — Under the Excise Act, as a duty payable on import. 

Q . — It is very exceptional not to charge the duty on the' stuff released from 
bond at the rate in force at the time of release. 

A. — It has riot been done. I think the Legal Kemembrancer was consulted 
"Ml the point. 

Q. — That affects other people outside the province who get the charas.' 

A.— No. They export it in bond. ' 

Q. Do you destroy it after two' years? Have you got this rule? 
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A —It IS allowed to be m tbe warehouse for two j ears After that it is 
"io be removed and, if not, you can piosei.ute the man 
Q — Does it deteriorate ’ 

^ It depends upon the locality In Rawalpindi it deteriorates less rapiilj 

than in Amritsar In Kulu it lasts for 6 years 
Q , — Have you tried keeping it in airtight tins^ 

A — No , we do not see the good of preventing deterioration 
Q — 111 the case of {jranja it is useless at the end of two years’ 

A ^Yes 1 do not see the good of attempting to preserve it for two years. 

"The actual cost price comes to Rs 2 or 3 a seer 

Percy Thompson Q — If it deteriorates, the loss does not fall on Gov 
-^fnment’ 

A— No 

The /’resident Q — ^\Vith regard to liqnor, you object lo the contract supply’ 

A — I object to the contract supply because it is difficult to separate the 
province into the necessary areas We have got only four distilleries in the 
p’'oiin''es and they might very well pool then* profits If we had to get 
any liquor from outside, we should nrobably destioy our own distilleries even 
tuallv, I ecause they are working under far less profitable conditions than the 
distilleries m the P Another reason is, I think there will be constant com3 

plaint from the retail vendors as to the quality of liquor supplied m the areas 
Q — Is there diflerence m distiUeoes’ 

A, — ^^Ve tried a modified form of contract and we had areas attached to 
certain distilleries Then there were constant complaints from the retail licensees 
that the liquor was bad I understand that there are still these complaints in 
Bihar and Onssa The whole thing is said to be vcy troublesome However 
wears looking into the question and watching it very carefully, and the Gov 
ernment orders are that if the conditions continue unsatisfactory tbe new 
ajstem should bo introduced i 

Q, — In tbe matter of illicit distillation, is it not less now than before’ 

A —I do not think it was anything like as much as it is now The other 
day we came across a village with 8 separate distilleries 
Q—But 25 years ago they had a village with 40 
A — But it is far more widespread now 

Q —I may refer you to the Report from 1905 04 — page 10, where it is said that 
illicit distillaticn was very great 

A — I would only say that it is very much more serious now than it has 
ever been 

Q — Can you give us an idea of the variations in consumption’ 

4 — There is a statement at page 6 of the Excise Administration Report of 
the Punjab, which gives the figures 

Q Have there been other causes at wrork to reduce the consumption of 
licit liquor besides the production of illicit spirit ’ 

A — The reduced facilities for the consumption of licit spirit 
Q — Do you think that the consumptqon of the province is still about 5 lakhs ’ 

A — I would not say it lo as high as that I think there has been some actual 
reduction m consumption It went up so high because many of the people had 
just returned from the war and th^ contributed much towards it On 
page 8 of the report I have attempted to give some sort of calculation 
Pages 8 to 9 will show what the reduction has been in the abnormal districts, 
what the reduction has been and up to what it is expected to go The de 
from 289 to 48 The^e are figures for 1920 21 I have reckoned that 
loi per cent of 290 thousand of gallons is lost by illicit distillation 

Q —That IS the reason why I was taking you to tlie figures of 20 years 
past when it was half the consumption, and yet you say it is only per cent 
A — Because there has been great restriction in facilities for drinking I 
•doubt very much whether, even, if you double the quantity, you would get up 
, “to 3 lakhs • 
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Q- have not come up to the stage of having a separate staff for Excise? 

J — ^\Ve have a small staff at present. 

Q - — Preventive staff? 

-i. — I think wo may have it. I do not think we can carry on with the pre- 
;sent staff. We must have a preventive staff also. You caimot expect the whole 
work to bo done by a small band of sub-inspectors. 

Q - — You cannot expect the Police or Deputy Commissioner to help you in 
this matter? 

-1. — Well, except in certain districts he cannot do this. The Deputy Com- 
missioner is doing at present as much as ho can, and the whole crux of the 
administration is the Deputy Commissioner and unless he functions, no one 
does anything. 

Q - — ;Very often the Police are called away oven when the Deputy Commis- 
sioner is functioning? 

-d. — ^Yes, vei'v often there are political troubles. The ordinary sub-inspector - 
cannot cope with the situation. Everyone is against the excise officer at present. 

Q - — Can you tell us whether the High Court have raised their court-fees? 

-I- — I cannot tell you that. I think the Eegistrar of the High Court can 
tell you. If you want I can get the information* for you. 

Q - — Can you tell us the details about the impending changes in regard to 
the system of sale of stamps? Has it. got anything to do with the system of 
-discount ? 

ft ' 

A. — 1 think the changes are connected with the question of discount. We 
-me thinking of replacing the vendors by salaried men. I shall see the hies and 
give you an answer in more detail, if j'ou wish. 

Q. Do you think that with the increased stamp duties, the man who sells 
jnakes too much? 

J.. — Sometimes he does.- 

Q. — Can you tell us the prodess of collecting fees for certified copies? 

el. — No, I am not in a position to do that. 

Q. — ^You do not levy fees through the supply of stamp papers? 

A. — ^No. 

(3- — We have an agency in Madras for the issue of 2 annas stamped paper? 

el. — ^We have nothing like fbat. 

Dr. JSyder. Q . — I do not quite understand your answer that because land 
-revenue is a definite share of the rent, it should be brought within the category 
•of rent rather than of tax. 

el. — ^Well, theoretically, the State is the owner of the land and rate expressing 
the share of the rent that we take from a person who receives rent is applied 
, also to an owner who is not a rent receiver but the actual cultivator. "Siippose 
you work out the sha^’e of the rent which the Government should take as land 
revenue from large landowners as one rupee. We apply that one rupee within 
limits to the man who himself cultivates the land which he owns. 

Q. — ^My point is whether land revenue i.s a rent or a tax. You say land 
revenue is a rent because it is subject to economic law. You can also express 
your land revenue in a sense as a tax on land. Say 50 per cent ? 

— ^What will you do -svith the person who is cultivating the land himself. 

All the features of the Punjab land revenue .make it approximate to a rent 
That is the principle on which the whole of our land revenue system is based. 


*I have ascertained from the Eegistrar of the High Court that the High Courc 
raised its court-fees as soon as the new Act enhancing court-fees generally came into 
-force. 
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Q —Then tho State owns the land, owns the water and the people do not- 
own either the land or the water ^ 

•1 —They ha\e the right of occupancy, which is \cry important 

Sir PtTcy T!iomTp$on Q — ^Would joa tako land revenue into account m esti 
mating the weight of taxation on agriculturists' 
i —'So, I do not flunk I should 
Dr Hyder Q — Why not’ 

^ — Because I alwajs ’■egard land revenue as rent. 

Q Surely if the man owns the land himself and if ho retains the rent, he 

would be ecommically better off’ 

It depends on what amount ho gets out of the land 

Tfte Prestdenr Q —Regarding the collection of land revenue it was said ^ 
a Punjab M L A that approximately 20 per cent of the revenue is spent on 
the collection a/one What do jou think of it’ 

A ~U IS incorrect It is also incorrect to say that we ignore tho ability 
to piy when fisirg our dates of payment This question was raised m the local 
Legislative Council and the answe*- given to the question was that wre were quite 
willing to change the dates of payment whenever any data was proved to be in 
convenient owing to special circumstances 
^—^Vhat are your present dates’ 

A —They vary all over the province You cannot have (he same date irv 
Ivangra as in Hissar You often have two dates with two instalments You 
have two harvest^ and you frequently have two <dates for each harvest 
Dr Hyder, Then altogether you have four dales’ 

A —Yes But everything depends upon the desire of the cultivators Many 
will say that they will pay m one lump sum and some of them say that they 
will pay m one or two instalments 

Q —You say that to say 20 per cent of the revenue is spent on collection 
alone, is incorrect’ 

A —Yes, it IS wildly inaccurate, as far as I can calculate only 1 8 is 
spent on collecticn 

Dr Paranjpye Q — Can you give us any idea on what basis this has beem 
arrived at’ What about the Patwaris’ ' 

A — The Patwari has got to do a lot of other work besides the collection oT 
land revenue Ro has to do land records work He has to do other miscella* 
neous work also Recently he had to prepare the voters lists The greater 
part of bis work is the maintenance of land records 

Q — Is the maintenance of land records essential to the land rev enue system ’ 
A — ^Yes, it IS most important. 

Q — If you abolish land revenue, would you maintain these Patwans even 
then’ 

A — Most certainly We have got such a fine system of land records that I 
cannot contemplate the abolition of it 

\’hat 13 the object of keepmg tho land records if you abolish land 
revenue’ ^ * 

•t — ^/e have to keep these Patwaris even then Recently ws held an enqiiirv 
into mortgages in certain areas in (he Punjab under Jfr Calverl, and we found 
that out of 4 800 mortgages 4 200 or so were dependent on the land records 
These mortgages are entered m the mutation register by the Patwans 
and these registers and the annual records which ultimately incorporate entrips 
^om these registers are the only record of these transactions Thus the 
Patwari is essential The land records «ysteni is extremely trustworthy The 
enauiry ■■howed how much the system la trusted by the people 

The Presidert Q —Incidentally, you charge Es 2 or so for entering in the- 
mutation registers, is it not’ 



64 


.1. — Tliat is the practice. It is a customary rent winch cannot ho raised' 
lioyond a cortaiti porcentaf^e above the land rovenuc. 

Q . — Could you give us tiio proportion of land-rovcnuo to rental value? 

.1. — ^\Vo could get a complete record of the proportion of land rovenuo to- 
rents, 

Q . — We could however get at it by comparing these with the rack rcnt.s. 

A , — Our .system is different. It differs from your Madras system in that 
way. Our lialf not assets is lower than what It should he and of this wc only 
take sometimes one-third or .so. 

Sir Pcrci/ Thomp^Qii. Q . — ^'fhe porconlage charges ought to ho 50 per cent.,, 
but it is only 33 per cent. 

.-t. — [ must tell you that all our settlement ofllccrs in the past have been 
very chary to consider high rents in their calculations, the result i.s our half net . 
assets based on produce and prices is nlw.ay.s lower than what it should bo and 
oven with that low calculation we frequently take less than half. 

The. PresUhid. Q . — Can you tell us anything about the taxation on minerals? 

.1. — I think I have already given the figures regarding the Attock Oil Com- 
pany. Wo get Rs. 1,40,000 as royalty and Its. 19,000 as acreage fee. The Govern- 
ment of India gets as e.xciso Rs. 6,73,000 on petrol and Rs. 2,75,000 on kerosine, . 
plus Rs. 17,000 as income-tax. 

Q. — What is the Act under which they get tWo excise duty? 

A. — I will give you that later on, 

Q , — I suppoao you collect; the chowkidari tax? 

A. — AVo don’t SCO it at all. It does not appear in our hooks at all. 

Q . — Is the levy of malba' recognised? 

A. — It is a customary duo levied by the village and if the person refuses to- 
p.ay, it has been ruled in some cases, that the village can bring a suit for the - 
recovery of the same, 

Q. — Ruiad h.as been abolished ? 

A. — ^Yes, it has been abolished. 

Q . — There is also a hearth tax mentioned in the colony manual as levied from • ' 
the jaiifjlis. 

A. — I do not know anything about it. I cannot give information about it. 

Dr. Uyder. Q . — I think your land- revenue demand amounted in 1918 to 452’ 
lakhs ? 

A. — About that. 

Q . — In 1847 it amounted to 165 lakhs? Allowing for the increase in prices,., 
it seems to show a great enhancement in the assessment? 

A. — But many of the canals were not existing then. The Lower Chenab 
canal, the Bari Doab canal and other canals were not in existence then. The-- 
whole of that increase is due to the increase in cultivation. 

Q . — Are there any districts in the Punjab where people pay land revenue • 
out of the military pay or pension they receive, just as they did during the time 
of Eanjit Singh? 

A. — I do not know of any. 

Q. — Is your land revenue demand so high in some districts, which have got 
very poor soil, that people have to go out and serve as soldiers in order to - 
pay the land revenue demand? 

A. — ^Probably you are referring to the Jheluni district. I have no doubt . 
that their pay as soldiers is' helping towards meeting the land revenue demand , 
in a few cases. 

Q . — They Avill not be able to pay it otherwise? ' 

A. — They would be; because in calculating the land revenue we, do take into- 
consideration, all these factors.' ' . 
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Mr. P s. SODHBANS, F,I..A.A. (Lond.), Government Certiflei 
Accountant and Editor, '‘Indian Accountant", Lahore, -was- 
next examined. 


Written memorandum o! Mr. Sodhbans. 

Q 55 X Mould allow the pmcot ratc» of incomo-lax to continue, hut I will 

not iQiud vticrcaso m case of those who do not put proper exertion m earning 
their mcoiue, thug it would necessitate diffetentiation jn tne incoino oi iDaiiiea 
and untnarried, and earned and unearned 

Q 5^—1 would prefer the EhrIisIi method, and more especially tho sjstcm of 
three years’ ascrago under the English Income Tax Law 
Q 55— Yes 

Q 36 — ‘\llouances must ho mado after duo enquiry 

Q 37—1 Mill repeal the supertax, because if a proper demnrcilioii is made 
between earned and uncirned income, it will adequately cover the benefits enjoyed 
by the corporate bodies In" my opinion tho supertax hampers tho growth of 
joint-stock enterprise which is necessary for the industrial advancement of tha 
country 

Q 55— Yes, I am m favour of removal of exemption of income derived from 
agriculture, as the old theory of the King’s ownership oi the land cannot stand 
after the introduction of tho Rcfoims In all tlio civilised countries income 
itom agriculture is taxed under the Income Tax Law 

Q 5p-,Yes, I agree with the estimate I would accept the figures worked 
out by Messrs Sbab and Khambsta 

Q subsistcnco cost of those who pay income lax must always be high,, 

as they live lu cities, but that of agriculturists is comparatively lower, ns they 
generally inhabit villages where the wants are few Therefore the exemption in 
case o! professional, commercnl and industrial income must be higher than that 
of agricnllural income Ilegardmg comparison with European countries the 
exemption in India is not high owing to heavy expenses due to specnl social 
customs amongst the Indians 

Q 41 — Since the passing of the Indian Income Tax Act of 1922 the tax on 
honesty has greatly increased instead of its removal Tho reproach has not been 
removed in spite of the growth of an accountancy profession since the passing of 
the Indian Companies Act of 1913 The accounts audited by professional account 
ants are seldom accepted by the Income tax officers, and tho instructions contained 
in paragraph 64 (Correction Slip No 5) of Income txx Manual are seldom acted 
upon (vide Note in the Indian Accountant for September, 192'? — ^pages 184 185) 
It has also not been removed by tho mtroductioQ of central control, as tho 
Commissioners anil the Assistant (^mmissioners are tho executive officers of the- 
departmeot, and as well as appellate authorities tJnless the executive and 
judicial functions are separated, the income tax operation will notf be popular and 
It will continue to cieate discontent in tho countiy The notes regarding tJie 
position of professional accountants under tho Income Tax Act of *1922 which 
appeared m the Indian Accountant for October, November, 1922, and May, 1923,. 
will be of some interest to the Committee ’ ^ 

Q P —Yes I agree to the standardisation of forms for agricultural income 
With the advancement of education these forms will give the tax payer reliable 
information regarding their net earnings, as also the impetus in making further 
improvements while comparing the result of the previous years 

Q P — The benefits resulting to the state by the publication of rolls cannot 
be denied, but looking to our mentality m respect of financial matters, I am 
a/raid lest it should be detrimental to and retard the commercial transactions 
amongst the various sections of the commercial comiannity 

2 Yes, the appointment of non official assessors and commissioners as in 
England would have the same beneficial resnlt here as m that country The 
assessors must be selected from tha range of persons recommended by the 
Chambers of Commerce, trade unions, or sumlar associations , 


8 . 
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Q. 44- I agree that the^ issuing of income-tax free secucities must be dis- 
^ agree with the argument of difference in the rate of interest. 
This should^ be discouraged _ further, because it locks up the capitalist's money, 
thus depriving the niercantile community of various advantages resulting from 
' the active and free circulation, of money. 

Q. Jf5. In my opinion it is quite an effective way to levy special stamp duty 
(to be credited to taxation account) on interest coupons attached to the bearer 
securities. 

Q. 4S.~Yesf 

Q. 1ft . — I ani entirely dissatisfied with the present system of assessment on 
previous year’s income, when there is,^ no provision for refund for losses in the 
succeeding year. Yes, I would adopt three years’ average system. 

/ ' 

Fflr. Sodhbans gave oral evidence as follows : — 

The President. Q. — You are an P.L.A.A. (Lond.) ? 

A.— Yes. 

Q . — ^Will you please tell us what it means? 

A. — Fellow of the London Associat’on of Accountants, 

Q - — You are the Editor of the “ Indian Accountant ” ? ' 

A.— Yes. 

Sir Percy Thompson. Q. — Is the passing of an examination necessary for 
you to practise as an accountant? 

A.— Yes. 

Q. — ^Wbab is that examination? ' 

A. — ^Diploma in Accountancy held by the Government Accoimtancy Diploma 
Board at Bombay. 

The President. Q. — There are surely a number of other certified accountants? 

A. — ^Before the passing of the Indian Companies Act, there were certain 
persons who ' werq practising and without any further examination they were 
given certificates enabling them to continue as public accountants under the Act. 

Sir Percy 2'hompson. Q. — If any accountant misbehaves, is there any pro- 
vision for taking disciplinary action? 

A. — There is nothing in the rules. But ihe Local Government of each 
province has got power to take disciplinary action. 

Q . — It is not the same as in England? '' 

■ A.— No. 

Q . — What powers have the Local Government? 

A. — The Local Government of each province have made their own rules 
under section 144 of the Indian Companies Act. 

Q . — Would that extend to disqualify him from acting imder the Act? 

A . — Yes. If anybody misbehaves, the Government can disqualify him and 
cancel his certificate, and he is no more a public accountant. 

Q. — ^Even if his certificate is so cancelled, he can do private work? 'For 
instance, he can do income-tax work? 

A. —Yes. 

Q, is not the same as in England where if a Chartered Accountant mis- 

behaves, his name would be struck off the rolls. 

too have considered that question. We have formed an association and 
wo are trying to have a Bill introduced in the Legislative Assembly with regard 
to our profession. It is only a question of time. . At present the whole profession 
is divided. It is not under one unified control. Bub +he Government can tako 
disciplinary action against a practising accountant if ho misbehaves. 

Q. Membership of an Institute is not necessary to qualify a man to practise?- 

1^0. If a man is a Chartered Accountant or an Incorporated Accountant, 

Bo can by right practise under the rules framed by the Government of India. 
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Tht 'Prti\dtnt Q — Under what Act’ 

A —Section 144 of the Companies Act 

Sit Percy Thoinison Q — ^You mean a member of the London Association 
Nol Accountants’ 

4 — I mean a member of the Society of Incorporated Accountants or of the 
Institute of Chartered Accountants 

— In answer to questions Nos 33 and 34, you say that jou would allow the 
piesent rates of income tax to continue but 50U would prefer the English method 
and moie especially the system of three years average There is a very consider 
able difference in the way in which income tax is graduated in England ind the 
way in which it is done here Do you picter the English method of 
giaduation or the Indian method which involves a large number of diffeient 
rates ’ v 

4 _i sliould like the English method as it helps the middle classes The 
basis under which exemptions are given in India is different from that in 
England In England, for instance the exemption is based on marriage, the 
number of children the man has and so on. 

Q — The English system is to allow everybody a certain fixed sum free of 
income tax then giv e exemptions according to the nature of each case and tax 
the rest oi his income as a whole and that is what gives graduation In this 
country it is done bj having different rates for different sizes of income What 
would you prefer’ 

A —I prefer the English system and I would have also different rates for 
earned and unearned incomes 

Q— And you give also an increased allowance to married men’ 

A — 'ies, and also for men with children 

Q — How would you make allowance for children, unless undesirable enquiries 
are made’ 

J ->lf the enquiries can be made in England, they can be made here too 
C*>-But there is a diffeience In England if a man claims that he has 
got four children, you have only to refer to the Register of Births and find out, 
but here there is no such thing 

4 —Here also we have got the Register of Births maintained by the mum 
cipahtiea 

Q — Is it reliable’ 

A— Yes 

Q — The Income tax Assessor could check any claim for children by reference 
to that Register’ 

A — ^Yes These Registers are maintained in almost all the villages and 
even m viUages where there is uo such register maintained, the people have to 
go and report lo the nearest Registration station Eurther in cases where the 
children are being educated, it is easy But where the children are not being 
educated there may ha some difficulty and m such cases enquiries have to bo 
made Wbeu the income tax staff can make enquiries about the private pro 
perties of a man they can also make enquiries as regards children, etc 
Q —They aro not so delicate as enquiries with regard to children, etc 
A — I agree that our people are to some extent conservative, but with the 
advance of education they will realise that such enquiries are for their benefit 
Q —With regard to question No 37, you say you would repeal the super tax ’ 
A —Yes 


Q — Surely there is this difference between the profits of a company and the 
profits of a private individual that income and supertax is payable on the 
whole of thevprolits of a private individual or firm whereas in the case of a 
company the part of the profits which is put to reserve escapes income-tax ' 
~That IS not the case here First I want that super tax should be 
ronioved, b^use it was a war measure Moreover it affects the nascent 
industries In England industries are already advanced and they can afford to 
compete with other countries Bat m India the manufacturing companies cannot 
wmpete wiOi the foreign manufacturers Therefore wo must give some facilities 
to our joint stock companies and super tax should not be imposed on them. 

" ‘ • K 2 




<Jo not believe m tbeaa returns In Iiahor< professional accountants get some 
facility 

Q — ^Vhat was intended by that question was to ask whether the income tax 
IS not more carefully collected Oian it was before , that is, whether Jhe amount 
of revenue bears a greater proportion to the true liability than it did before 
A — But before there was no sudi organisation and so they could not collect 
-and now on account of a central organisation they have got a better system of 
collecting the tax 

Dr PaTan]pye Q — But is anybody assessed more than he should he? 

A — ^Yes There are some people who have gone bankrupt because 
were assessed more I know of a case in Amritsar where a man was assessed 
more than Es 1,00,000 and he got refund of a big amount on appeal and another 
man had to stop his business During the war period he made money but 
subsequently he suffered loss But in the year he lost, the assessment was 
based on the previous year’s income and the man had to close his business 

Q — When he made a certain profit, he ought to have to set aside ♦■he 
necessary sum for income tax 

A — But here the people are not accustomed to tho system of appropriation 
It 13 only a question of education 

These penalties will he more frequent if jou adopt the system of average 
of the preceding three years Because the effect of prosperity of even one year 
will be spread over the three years If an year of prosperity is followed by a 
bad jear, be will ha\e to pay more than he would pay if it were a system based 
on the pre\ lous year s income 

A —But we have to take into consideration what is being done in other 
countnea In England tho system i$ based on very good prmciplcs 

Sir Percy Thompson Q —As regards this point the Royal Commission 
appointed m 1919 in England recommended the previous year’s basis and the 
provision changms; the three Years’ basis to the previous year’s basis was 
embodied lo the Bill of 1921 That is the system now which finds favour with 
the business community m England 

A —In that case I suggest the a Ijostment system which was in vogue pre 
viously to be reintroduced 

Q — Is there no provision in the Indian Income tax Act for carrying forward 
losses ♦ , 

A — No I want that that system should be introduced The Associated 
Chambers of Commerce recommended ihai syblem m January 1922 I know 
that in New Zealand the losses are carried forward and written off in the 
following three years 

Q — Assuming there is a provision hero in India for carrying forward losses, 
would you still think that the change should be to the three years’ system^ 

A — If the system of carrying forward losses is mtroduced, I do not want 
the three years’ aierage system 

I gather from your answer to question No 41 that you would hko the 
separation of executive from judicial functions How do you do that’ 

A — Now the Assistant Commissioner of Income tax is the executive officer 
and ho js also the appellant authority A special body of commissioners or 
some judicial authority may be entrusted with the hearing of appeals instead 
of the executive officer For instance, I know of a case where iho Assistant 
Commissioner passed an order and the person was assessed on the basis of that 
order 1 was interested m that case It is not desiralle that the Assistant Com 
rnssioner sliould pass the orders as executive officer, as well as hear tho appeals 
This IS very objectionable 

Q— If It IS on a point of law, you can prefer the appeal to the High Court 
A —But there are very few people who can afford to go to tho High Court 
Snpiwso a man who lues in a \ilfage is'assessed Rs 100 or 150 He will not 
bo able to go to the High Court Tot going to tho High Court he will have to 
spend Ks 400 or 500 

ex SO>°e hi have m its place which would not be prohibitively 
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■4. — ^You can have some commissioners as in England, 

Q . — Could you get unpaid commissioners? 

A. — ^Here -we may have paid commissioners. Or some local body with powers- 
to hear income-tax appeals may be appointed, 

Q - — Will that not be expensive? 

A. — Of course it will be expensive. But what are you to do? There must 
be some justice done to the tax-payer too. 

Q - — Your evil can be cured only at a somew'hat prohibitive expense. 

A. — If you consider the expenses will be high, a consulting accountant may 
be allowed with each commissioner because he is the man who can advise whether 
the assessment is good or bad. 

Dr. Paranjpye. Q. — Then you would also provide for penalties for preferring: 
frivolous appeals ? 

A. — Certainly; because a lot of time of the Government officers is wasted. 

Q - — If the appeal does not succeed, would you levy heavy fines? 

A. — No. Because there is the question of difference of opinion. Only if it 
is a frivolous appeal there may be such a provision and not otherwise. 

Q - — How many of these bodies would you have? You cannot expect them 
to operate over a large area. 

A. — We have got in the Punjab only three Assistant Commissioners and we 
require only three such bodies. 

Q - — You would have these independent persons whose sole duty is to hear- 
the incojne-tax appeals? . , a 

A. — Yes. 

y/ie President. Q. — ^Does not the Commissioner hear the appeals? 

A. — Generally he does not. If there is any question of law involved, the 
appeal will go to the High Court. 

Sir Percy Thompson. Q . — Take the case of Amritsar where a certain person 
had to stop business. Would the board have helped, if one was in existence?' 
Because he was assessed entirely in accordance with law. 

A. — Certainly the members of the board on personal knowledge will be consi- 
derate and all cases are not in accordance with law. 

Q . — Do you think that under the present system there is a substantial 
injustice done to the tax-payer ? 

A. — I have got a memorandum here which had been prepared by the income- 
tax assessees of Ambala. Their grievances are under several heads. They say 
that so far as appeals are concerned, they are not properly attended to; because- 
the same gentleman who is an executive officer of the department will always- 
try to protect his subordinates. 

Q . — In answer to question No. 44, you say that you agree that the issuing 
of income-tax free securities must be discouraged. Government has to borrow 
money. If it does not borrow by means of income-tax free securities, it will 
have to borrow by other securities at higher rates of interest. The money should be- 
forthcoming all the same. When the rate of interest is favourable, this money 
will be withdrawn from the mercantile community all the same. So the invest- 
ment of money for purposes of trade does not depend upon the Government of . 
India issuing securities free of income-tax or subject to income-tax. Once the 
Government wants money it must get it. It is immaterial whether it gets it by 
means of securities which are free of income-tax or by means of securities subject 
to it. If you want to discourage commercial men from subscribing to Government 
securities, I am afraid you cannot do it. 

I am not speaking from the point of viW of Government. If Govern- 
ment offers a higher rate of interest, people will naturally buy those securities. , 

y.— -But the money will be equally .withdrawn from trade. 


A . — Of course. 
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27th. January 1925. 

Lahore. 


PHESENT 

Sir CaAiil.ES ToDHUNTEit K C S I , ICS, President 
Sir Bijax Chaid Mahtab, GCIE.KCSI 10 M, Mahatajadlmaj* 
Babadur of Burdwan 
Sir Pmcr Thompson, K B E , C B 
Dr R P Paiunjpte 
D r L K Htdeh JI D A 


Mr. J. G. BEAZLEY, I.O S., Secretary, Government of the 
Punjab, "Transferred Dep^Urtments, was examined. 


Written memarnndum o! Mr. Beazley. 


Q J9 {Supplemtntarj*) —Figures fot the last tv.o years are as follows — 


Tear j 

1 

Water tax 

Income 
from sate 
of water 

1 

1 Total 
income 

Expeaditnre 

1 on establiah 
ment and 
maintenance 

Difference 

between 

income 

1 and 

expenditure 


1 Bs 

Be 

Be 

Bs 

Ha 

1932 23 

83 114 

5 17 192 

6 00 306 

' 6 32 .58 

—31 952 

1923-21 

1 62 371 

4 78 761 

7 41 132 

j 7 Oa 12'; 

•fS'J 007 


With regard to these figu-es it must be ezplaiued that no credit is taken 
on the income side for water supplied for municipal services such a* road* 
watering, while on the other hand expenditure on establishment and maintenance 
includes no charges on account of depreciatidh and interest 

Q 31 (I) [Supplementary) — All persons who pay a profession tai imposed 
by district boards probably also pay the chowLjdart tax, but the converse i® 
nob true 

Q 103 {Suppltmeniary) — As regards nazal land, jn the past Government 
have generally made over land to local bodies free for some de£nite purpose 
and sjmject to resumption if no longer required for that purpose, or havd simply 
made over the use of land without qiecifying any purpose In both cases the 
power of alienation has been reserved and the sale proceeds when land has- 
been sold have gone to Govermnent unless specially assigned to the local bod 
In this way Government have preserved the unearned increment on tha value 
of the land It has now been decided that if a small area of land is required 
for a definite purpose and there is no anparent prospect of an increase in its 
value it should be sold outright to the local body requiring it If, however, 
there is any chance of the local body specolatmg in the land it is to be made 
over as before only for a definite purpose subject to resumption when no longer- 
required for that purpose 

• The reference is to a snpjilementary qiUBtioatiaire sent to the Poojah Goremmcni 





Q. too. — As rogaids luUional or onerous services tlio criterion of ability to 
pay may be accepted, but as regards local or beneficial services the measuro 
•of the benefits received can not bo accented ns tho criterion in backward areas 
in need of economic and intellectual dovclopineut until tlio benefits received 
begin to produce an economic return. 

Q. ml . — {(i) For ibe present the [lowers given are on Ibo whole sufiicient 
and no exteiisiou is called for, 

(fi) No. Local bodies siumld be left to e.vorcise tiicir own discretion. 

/ Q. till [^HiipldHcntanj ). — {«) The con.struction and management of pounds 
ha.s been handed over to local bodies entirely, and tliey are allowed to retain 
any net income obtainable from this source. 

N'o income derived from fisheries is banded over to local bodies. 

-•\s regards toll.i, other than tolls imposed as ta.xcs under sub-clausa (d) of 
clau.se (i) of .section 61 of the Punjab Municipal Act, 1911, vid’' reply to 
question (/) IV forwarded witli the Punjab Govenuiicnt letter No. 2435-S. B., 
dated Isl August 1024. Local bodies have not been peimitted except* in one 
instance to impose tolls. 

Tho taxation of motor vehicles as such, apart from tho taxation involved in 
the registration fee payable under tlie Indian Jfotor Vehicles Act, has only 
recently been taken up by the Punjab Government, and no question has arisen 
a.s to tlio transfer to local bodies of the proceeds of such taxation. The taxation 
imposed by tlie .\et recently pa.'-.sed by tho Punjab Legislative Council is in aid 
of goneial provincial lovemios and there is no proposal to .transfer tlio proceeds 
to local bodies. On the other band Government have not interfered to prevent 
tho taxation of motor vehicles by local bodies by means of their ordinary powers 
of taxing or licensing vehicles. 

(6) Ho far as tho revenue derived by local bodies under these heads is 
concerned there has been no earmarking of it for expenditure on the services 
concerned. 

(c) No application for sanction to tho imposition of an entertainments tax 
has been received by Government and the question whether it is a tax which 
may suitably bo levied by local bodies has never been considered. 

Q. — (/) III — 7'axca on Vehicles ond animals. 

(Questionnaire issued with letter No. 1299-F., dated tho 20th May 1924, by 
the Government of Indfa, Finance Department.) 

(1) Yes. 

(2) , (3) and (4). It is difficult, if not- impossible, to formulate a theory of 

taxation in respect of these matters which would meet all circumstances. Ques- 
tion (3) for example might bo answered either way. On the one hand it 
might be said that animals and vehicles used for agricultural purposes 
should be exempted on the ground that they are among the tools of the agri- 
-culturist’s craft. On the other hand it may be said that animals and vehicles 

used for agricultural purposes wear out a municipal road just as much as 

animals and vehicles used for other purposes : so also with regard to question 
(4) while it might be equitable to* let off wide tyres lightly on the ground that 
they do less injury to roads, if it were necessary to raise a particular sum by 
means of this tax and therOj were no vehicles which did not possess wide 
tyres it would be impossible to exempt them. 

Q. 108. — (a) As to octroi vide reply to question No. 109. The house-tax is 

-satisfactory in tmvns of comparatively recent gro^vth, as it is assessed on annual 
value and the annual value of the house that a man occupies is a fair indication 
of his taxable capacity in such towns. In some ancient towns, however, this 
criterion may be fallacious as old and decayed families continue to live in 
ancestral houses of an annual value out of proportion to their means. 

As to land cess vide reply to question No. 161. 

(b) Where possible octroi should be replaced by terminal tax, but it should 
not be discontinued when local conditions make such replacement impracticable. 
The other taxes should not be discontinued. 

Q. 108 [Supplementary). — (1) The articles taxed are approximately the same 
in all cases and in no place there is any attempt made to limit the tax to a 
small number of articles. Most of the schedules impose heavier rates on 
luxuries than on necessities. 
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(2) There can he no q^uestion of the tax being shifted back to the importer 
-when it IS paid by him m the first instance, but m so far as the consume is 
■unable to reduce his consumption the importer is able to shift the tax on to hun 

(3) Vide reply to part {a) of question No 109 snbmittcd with the Punjab 
Government letter No 1633 fj S & , dated 20th January 1925 

(4) (a) ViU rcplv to question No / (V) (c) (2) forwaided with the Punjab 
Government letter No 2435 S B , dated 1st August 1924 

(t) Probablj, judging from the complaints so '•onstantly heard as to the 
exactions of octroi establishments 

Q 200 — h) The criticism may bo accepted as correct to this extent that 
octro, IS inconvenient, clumsy and costly in collection and Uiat its incidence is 
heavy upon the jiooi , it is not tiue that it is levied mostly upon necessaries as 
the articles usailly exempted are but few and it is hwied on necessaries and 
luxuries alike though it is tiue that by fai the greater part of the income 
realised is realised from the tax on necessaries The number of persons paying 
the tax on necessaries is howevei very much larger than the number of persons 
najing on other articles and such other articles are 'invariably taxed at a 
uigher rate It could not therefore lie said except after an elaborate examination 
of fanuiy budgets whether in fact the burden of the tax is distributed in 
proportion to the benefits gained bv local expenditure or not v 

(i*) Terminil tux in this pioiinco being inrariablj assessed on weight and 
not on value its assessment is simpler than the assessment of octioi, and this 
and the fact that the procedure for obtaining refunds has not to bo gone 
through make Uus tax less of an mconvcmenco and obstruction to trade 
When (ho tax is asiciscd on lailborne goods only, its collcrtioa also is cheaper 
and easier For tlio rest the tax is open to tho same criticism as octroi 

(c) No, except as regards octroi on goods imported bv parcel post at Laboro 
Q UO'—h) Dislike of direct taxation which has to be paid m lump sums 
and is diHicult to evade 


(b) ^es 

Q iff— (a) No 


[b] Tins presumably refers to toll gates on the same road The miDimum 
distance between toll gates riust depen I on topographical cinditicns, tho rates 
of toll imposed, tiio amount of other taxation m force in the area concerned 
and other local condi<i«/DS, so that no reply of any value can bo given to this 
question 


Q It IS right that ibo owner should pay a part as his properly 

and therefore Jus rent presumably benefit from the activities of the local body 
in whoso jurisdiction tho property is situated 


(hi It depends on local conditions whether the owner can shift tho burden 
of tho tax on to the occupier In places where there is keen competition for 
iiouscs or land he is probabl) able (o do so 

Q. 112 (Sujpfcnuntary) -~{1) The tax ongmaHy 3 per cent subsequently 
xeducod to li per cent on tho sale price of immoviblo properties is realised 
bv tho Begiitrar at tho time of registration of sale deeds In consequence of 
tho cn]i<tiici.nicnl of tho stump duty on sales of immoval le properties m urban arras 
It has been decided that this tax should bo discontinued with effect from tho 
Isl of "March 192o 


(2) lu only one case was the lax on houses and lands wiUidrawn Tho tax 
had originally been imposed on the iuildings m a market which had growai 
up outside tho octroi limits, and Iho tax Was cancelled on tho substitution for 
octroi of a Icrnimal tax, the limits of which were cole/mmous wiUi tJio limits 
ol the municiiiality 

(3) In iractice the value of buddings as divlinct from tho value of the sito 
IS not dislingmslud in assessing the tax on buddings and this is tho case even 
111 birnla where both building and sito are (axed separatciv 

(4) (a) Clpr.^5 aro ciiiilojed under the direction of tho Secretary who after 
making eti^uiricj: as to irnt, etc, conmile a«.sc smeut lists whicJi aro checked 
bv members and after being approved ly tho committee are puLljjhed for 
ojijectiuns Tl ev aro then corrected aga n, if i eccs^ary, in iho ht of tho 
objoclians received 

(t) Thu part of tl e question is rot understood as opjicals SLauut au<sj« 
meats ho to Cunuiussioacrs or Deputy Coiunimioncrs. 



Q. 113 . — •In view of the intense dislike of taxation and unwillingness displayed 
by local bodies to impose taxation, the limits imposed by law on the rates at 
which local taxation may be raised are regarded rather as protecting local bodies- 
from the demands made upon them by Government departments than as limiting 
the freedom of local bodies. There is at present no reason for considering that 
these limits drive local bodies to have recourse to other less defensible forms 
of taxation, nor on the other hand is there any reason from the administrative 
point of view why the limits should be retained as there is little chance of 
local bodies imposing taxation to an undesirable extent. 

Q. 111 ).. — ^Exemption when granted is granted to individuals for a year at a 
time ; there is no exception of houses of .less than a specified annual value. 

Q. 115 . — This matter has been considered by Government only in connection 
with urban assessments of land revenue. The question is a purely' academic 
one at present so far as the Local Self-Government Department is concerned 
and no reply can be given. 

Q. 116 . — There is no profession tax in the correct sense of the term levied 
in the Punjab. The Punjab hlunicipal Act, 1^11, before its amendment in 1923- 
authorised the imposition of a tax on persons practising any profession or 
art or carrying on any trade or calling, and this power has been used in notified 
areas to impose a species of income-tax on the residents, the tax being given 
a legal colouring by being notified as a tax on “persons practising any pro- 
fession or carrying on any trade or calling.” This example has been followed 
more recently in the case of the so-called haisyat tax imposed by district 
boards. The tax has been found to be difficult of assessment, and in the case- 
of district boards of collection also. 

[h) and (c). No remarks. 

Q. 116 {Sufflementary ). — ^List of the district boards that have imposed- 
profession (or haisyat) tax. ^ 


Name of 

DISTEICT BO 

AED. 



Bates -showxn 
MAXI 

Minimum. 

S MINIMUM AND 
MUM. 

Maximum. 






per annum 

per annum. 

1. Attock 





2 

20 

2. Eohtak 





2 

6 

3. Kamal 





2 

15 

4. Dera Gliazi Khan 

• • « 




2 

20- 

5. Shabpnr . 

• • • 




2 

20- 

6. Amritsar . 

• • * 




2 

20 

7. Muzaffargarh . 





2 

20- 

8. Ambala . 





2 

6 

9. Lahore 

ff • • 




2 

6 

10. Mianwali 

• • • 




7 

40' 

11. Jhang 

• • • 




2 

15 

12. Lndluana , . ‘ 

• • • 




2 

20 

13. Gurgaon . 

• • • 




4 

20 

14. Hoshiarpur 

• • • 




4 

20 

15. Gujronwala 

• • • 


• 


2 

80 

16. .Iheltim . 

• • • 




1 

20 

17. Gurdaspur 





4 

30 

18. Rawalpindi 

• • 


t 

• 


1 

20 

19. Jullm^dar 

* • 





20 

20. Sialkot 

• • • 




2 

30 

21. Hissar 

• • 




2 

50 

22. Kangra . 

• « • 




1 

30 


(6) The primary collection by means of lambardars is possible without the- 
aid' of the land revenue staff, but the collection of arrears is only possible- 
through the Collector, arrears being recoverable as arrears of land revenue under 
section 70 of the Punjab District Boards Act, 1883. 
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(c) At present no cliarge other than the 5 per cent to the lainbardar is 
made for the collection of the locaVralo, which is a tax imposed not by district- 
boards but directly by the Punjab District Boaids Act, 1883 

(2) The assessment is not made by lambardars 

^3) The statement that ' m municipalities this form of taxation is now 
practically extinct ’ m the reply to question (/) II forwarded with the Punjab 
Government letter No 2435 S B, dated 1st August 1924 was misleading The 
tax never was imposed to any considerable extent in municipalities It is 
m force in six municipalities, m fixe of which it has been imposed since 1915 

Q 117 —Grants m aid should be given for specific purposes and not as 
general subventions to local revenues The amount of the subsidy should bo 
calculated in proportion to the importance from the provincial point of view 
of the service to be aided and (o tho extent to which the local body has exploited 
the taxable or other revenue producing capacity of the area within its jurisdiction. 

Q 117 {Su-ppUmentary) — (1) No more satisfactory alternative can bo 
suggested 

(2) («) It has been impossible to obtain figures in the short period available 

(Zi) Is not understood, 50 per cent of the cost of the municipal roads is not 
paid for by the general taxpayer 

Q 118 —Such stimulus doeii exist and tends to increase, and as it increases 
the extent of Government control can be decreased In the matter of education 
local bodies ate exettiag themsohes strenuously and their electorates are also 
vigilant 

Q J<?0— Yes, further revenues must come from what are really additions to 
the income tax which local bodies impose m the form of a business or pro 
fession or Aanyal tax 

Q 161 —(a) The present system is only unsatisfactory in so far as the land 
revenue system itself is unsatisfactory in that it distinguishes between the iich, 
and poor only m the actual amount taken from tliem and not in the proportion of 
their respective incomes that it takes It thus pinches the poor man unduly, 
and any further extension of the system seems undesirable 

(5) FiJc reply to question No 113 

Q 167 — It IS not quite clear what is intended by this statement So far 
as the Tunjab is conceined the principles upon which assessments of buildings 
and land aie to be made ara laid down by statute and provision is made for 
appeals to Government officers against assessments If ' central control of the 
process of assessment " means this, then the statement is applicable to the 
conditions in this province and such control should not be relaxed If, however, 
tho statement means that the actual assessment of such taxes should be made 
by an agency of tlie Central Government then the statement is not applicable, 
as such a central agency would certainly be extremely expensive and it is 
doubtful whether it would be more efficient than the existing focal agencies 

Q 16S (Svpjhmentary) — (2) (a) Tlie general revenue staff assist the adminis 
tration of Ixical Self Government— 

(i) m virtue of tha powers of control and supervision conferred upon 
Comtuissioners and Deputy Commissioners by the various local 
Government Acts 

(u) la so far as Deputy Commissioners Extra Assistant Commissioners 
and Tahsildars are appointed members of local bodies 

[b) It 13 not contemplated that local bodies should ever be free from the 
supervision and control of Commissioners and Deputy Commissioners, but it is 
hoped eventually to withdraw entirely tho official element among the members 
of local bodies • 

171 — The expression '* desirabibty of independence of electorates and 
central control ” is somewhat cryptic It is difficult to see how electorates coma 
into the matter at all, while as regards central control vide reply to question 
No 167 If it IS implied that tho tax collecting agencies of local bodies are 
influenced in the discharge of their duties by the fear of offending members 
of the local body or the desire to conmhate them or their friends, then it may 
be admitted that a central agency being independent of the whims of the- 
members of the local authority might prove more efficient to this extent 
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Mr. Beazley gave oral evidence as follows 

T/ie President. Q. — You are the Secretary lor Transferred Departments? 
"What are those Departments, please?, 

— I am the Secretary for the Transferred Departments of Local Self- 
■^Government, Medical and Public Health. 

Q. — These replies are your personal opinion or that of the Local Government? 

d. — The reply to the first set of questions is the reply of the Ministry, but 
the supplementary replies I had no time to submit to the Minister for approval. 

Sir Percy Thompson. Q. — ^With regard to your answer to supplementary 
question No. 19, you say roughly speaking the income from the water, tax and 
sale of water covers the expenditure. You don’t take any credit on the income 
side for -water supplied for municipal services, while you take expenditure on 
•establishment, etc., and no charges on account of depreciation and interest? 

A. — ^Yes, the income from water-tax and sale of water ^ roughly covers the 
■expenditure, but the latter includes ^nothing for depreciation, etc.. 

Q. — ^What about the balance? 

A. — The balance comes out of the general municipal revenues. In a resolution 
which was issued in this week’s gazette by the Local Self-Government Department 
of the Ministry, the Minister has agreed to the view that in any productive 
scheme like water-supply, etc., administrative sanction should not be accorded 
unless the local body concerned pledges itself to raise sufficient funds to cover 
-charges on account of maintenance, depreciation and interest. 

Q. — What about the old schemes? 

. 4 . — have not yet laid down any policy with regard to the old schemes. 

Q, — How do you give the grants for education? 

On the basis of number of students and qualifications of teachers, etc. 

The President. Q. — Can a municipality levy an educational cess? 

I A.— No. ' • ^ _ 

Q , — Do they get any subsidies for general purposes? 

A. — No. 

Sir Percy Thompson. Q. — ^Do you give to the local bodies subsidies for general 
■purposes ? 

A . — ^We give subsidies to the District Boards for general pm'poses. 

The President. Q . — ^What proportion do you give for the initial cost of a 
: scheme ? 

In the past the Government orders to the Sanitary Board were that not 

more than 50 per cent, of the cost of a work should be given and this" was 
interpreted as meaning that ordinarily 50 per cent, should be given. This has 
now been set right by recent orders. 

Q . — The Government gives a loan for half - of the work, and part of the 
maintenance ? , 

A. — Not for maintenance. 

Sir Percy Thompson. Q. — Would you mind telling us what is a chaukidari 
-tax ? 

A. The chaukidari tax depends upon the number of, chaukidars to be main- 

tained in a village. This is fixed at one per so many houses j the Deputy 
Commissioner then assesses on the land revenue of the vvhole village the amount- 
payable on account of the number of chaukidars required. The amount thus 
arrived at is distributed among all the villager’s whether they pay land-revenue 
•or not. I 

Dr. Hyder. Q. — Under what Act is this tax levied? 

A. — It is levied, under the Punjab Laws' Act. 

The President. Q. — How do you do it in case of a small village with a largo 
•number of houses and a big village with a smaller number of houses? -Who makes 
■•the distribution of the amount? 
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A —It -nould be a rare thing for a small village to contain a large number 
of houses The distribution is ma le by the Deputy Commissioner on the reports- 
of the Tahsildars, etc 

Q — wto determines uhat each household should pay’ 

A — The Deputy Commissioner himself does it 

Q — How much * 

A It vanes iii different districts according to the Deputy Commissioner’s 

estimates 

Sit Percy Thompson Q — As between the two people living in houses of 
different sizes, wliat would they have to pay^ 

A — In Lyallpur there is a fiied rate for shop keepers, while Zamindars. 
pay according to the quantity of lh«ir land 

<2— Then it becomes a profession lax* 

A — To some extent, though it is a very small sum 

Dr Paranjpje Q — Gan jou tell us the amount of chaukidari tax fqr a small 
shop keeper t 

A — Perhaps Its 2 a year I cannot say exactly what it is It does not 
concern the Local Self Government Department branch I am only speaking 
from Tny recollection 

fht president Q —li does not appear m any accounts’ 

A —I think* it appears in a personal ledger of the Deputy Commissioner at 
the Treasury 

Sir Percy T/ornpson Q — Practically speaking land is a free gift to the 
municipality ’ 


The Prestdeni Q — ^You have the old village site in a municipality which is 
free of land revenue, and there will bo some cultivable land which pays at the 
rate for the agricultural land, and you have also other land which is assessed 
to ground rent, practically to rack rent Tou may have a village site which pays 
nothing another, agncultuul land whicn pays Rs 5 and another, ground rent 
land, which pays Es 10 the local body can only tax Bs 10 as ground rent 
■with the result that instead of getting Rs 60 they get only Es £0 
^ A —I do nob think this practice exists m the Punjab My experience relates 
chiefly to colony districts 

0— In colony districts it does not exist, you mean’ 

A -—They have a separate urban assessment 

<? — Can you introduce an urban assessment in the course of settlement ’ 

A —I think that is one of the terms of settlement If land is used for 
building purposes it becomes liable to urban assessment under the Land Revenue 
Act 

Would you like to gue up the assessment of these lands and give to the 
local bodies the full power of assessing which they cannot have so long as 
proprietors pay land revenue’ 

A —I am sorry I cannot answer this 

<2 — Do you think that it will bo a good thing to allow a municipaUty to 
have the land tax’ 

*1 —In old towns it would be possible, but xa colony tracts it would bo very 
difficult because values increase so enormously 

In 20 years hence that would enable them to abolish octroi and substitu'e 
a tax on lands and houses’ 

A -—li would give the colony towns an advantage at the expense of the 
general taxpayer 

5»r Percy Thompson Q — The total value m a new town which might be 
developing would not bo greater tlian m the old developed towns Would it’ 
'Cry great extent it would There is a placo m which land it. 
worth as much as Rs 20,000 The absolute value of the land m colony tovras is 
greater than in non colony towns 
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Q - — Tako Lahore, you call it an old town, and take a new colony town; 
would land be more valuable than in Lahore? 

‘■L— Not very' much I think. I am not acquainted with the value of the 
lands in Lahore. I think the value.s in Lalioro, which is very o.xceptional, are 
almost the same as in colony towns. 

Q - — ^With regard to question IS'o. 106, you say that the criterion of ability to 
pixy m:iy bo accojded, but as regards local or beneficial services the measure of the 
benefits received cannot ijo accepted. What test would you apply, would you 
apply the test of ability' to pay'? 

*1. — I suppose so. The reixly in this case has come from tho Ministry. 

Q . — Then with regard to tho powers of taxation, you say that for the present 
the powers given are on tho whole sufficient and no e.xtcusion is called for. Do 
you mean by that that the funds raised by taxation are sufficient? 

--1. — No. The number of municipalities in which there is a house-tax is very 
small and tho number in vhich there is a water-tax is even smaller. 

Q. — Can you impose any other tax than what is stated in the Scheduled 
Taxes Rules ? 

•i. — ^Yes : the Scheduled 'J’axes Rules do not prevent the imposition of other 
taxes with the consent of the Governor-General in Council. 

The President. Q. — Your Act is rather peculiar, you allow everything in the 
Sclieduled Taxes Rules, but you would not allow a district bo.ard if it wished to 
abolish the road cess? 

A. — No, there is no road cess; there is only the local cess, which is a cess 
imposed by the Act and not by district boards. 

Q. — But in some European countries they lay down a rule that the local bodies 
shall levy such and such a tax and others are optional. 

A. — In the case of district boards the local cess is compulsory'; to that extent 
the main tax is imperative. 

Q . — But there is option between house-tax and octroi in a municipality? 

A.— Yes. 

Q . — If a municipality wants a water-supply, but says that water tax is unjust, 
is the water tax imperative? 

A. — IVe are trying to make it compulsory. ^ 

Dr. Ilyder. Q. — With regard to octi'oi, terminal tax, etc., the local bodies 
have to take the previous sanction of the Local Government. I should like to 
know why' it is so. Is it the fear that they may undertake unprofitable expendi- 
ture and so on? 

A. — No, I do not think so. So far as I can make out the distinction between 
taxes that may be imposed with sanction and taxes that require no sanction 
represents no general policy. 

The President. Q. — You find no difficulties in the management of pounds by 
the local bodies? 

A. — None, they are managed to a great extent thwough the Police. ' 

Dr. Paranj'pye. Q. — The Police send the cattle to the pounds and the local 
'bodies feed them and recover the profits? 

A. — Private individuals send cattle to the pound too. 

The President. Q. — Then, it is, in practice, a subsidy to the local body? 
There is a net profit? 

A . — ^But the local body also does a, certain amount of work, it sees the 
-pound is properly kept up and feeds the_ animals, etc. ^ 

Q. — Then as regards fisheries, you say, no income is handed over to the 'local 
'bodies ? 

A. — ^Yes. 

- Q, — There are hardly any tolls in the Punjab? 

A. — ^Yes, except one in Rawalpindi ^ which is imposed by the district board; 
"there is no other toll levied by a local body. 

Q . — Then you have a lot of ferries?, 
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Q— They are really mauaget’ by local bodies, but they dou use the profits 
for building bridges! 

4 ^They are managed by the iocal bodies I don t think they use the profits 

for building bridges 

Q — I think there is a Jirofit on tf 

A — I think there is 

Q— They give these out on contract^ 

4 — As a lule 

Q — Regarding motor vehicles’ 

A This question has not arisen until lately when a provincial tax was imposed 

and the matter is m rathei a confused state at present 

Q — Have jou got any entertauimcnts tax in the Punjab Sometime ago 
we remember to have seen in the papers that the Lahore Municipality was 
going to impose this tax Can you tell us at uhat stage it is’ 

A — The Municipality formulated the pioposals and then published them for 
public criticism, but tliej never sent them to (Jovernment for scrutiny, I suppose 
because they leceived too many objections to the scheme 

Q — Have jou considered whether it is a proper source of income for local 
bodies’ 

1 — We have had no opportunity to consider the proposal as to whether yt 
IS a proper souice of income for local bodies or not 
Q —Poes it come under the scheduled taxes ’ 

A —It requires the pievious sanction of the Governor General m Council It 
IS not scheduled as a 1 1 \ which a local body may impose nor can the Local 
Government sanction the imposiMon of such a tax Anyway it never came 
up before this Government for ccnsideration 

Q — ^You say that apait from the taxation involved in vehicle registration fees 
no question has arisen as to the transfer to local bodies of the proceeds of such 
taxation But confusion has arisen about this registration part of the work 
being done by the Police The local bodies take taxation on ordinary vehicles’ 
A —There is no distinction 

0— The numbering etc, is done by the Municipality’ 

4 — Tes The Municipal Cenmittee registers and numbers vehicles for hire 
The Police have nothing to do with it Everything is done hy the Municipal 
Committee 

Sit Percy Thompson Q — Do you think really that there is a very strong 
objection to the house tax m Northern India’ In Southern India practically 
the whole of the revenue is riised by bouso tax’ What is it due to’ Is it a 
general objection to diiect taxation or any particulai objection to the house 
tax’ 

4 —I think it IS a general objection to direct taxation I am unable to 
explain why there is no such complaint in the south of India, but so far as I 
know, there is resentment against tho bouse tax in these parts 

Dr EydtT Q — In jour book dealing with subsection 161 (a), you say only 
14 municipalities have cared to levy the house tax, and this fact shows that 
people are opposed to direct taxation 

4 —The views expressed in mv book are iny private views written many years 
ago As representing tho Ministry of the Punjab Government, I do not want to 
reassert them here. ^ 

Sir Percy Thompson Q —Do joi think that house tax is a fairer tax than 
octroi’ 

4 — Yes, certainly 

Q — Is there any pressure put by tho Provincial Government to raise tho rata 
of this house tax’ 
i —No 

hJyder Q —In case of salt aud other excisable articles, I think tho 
local body cannot levy octroi duties, hot can impose a terminal tax What u 
the reason for that, exemption in one case and allowance in the other! 
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— I have already erprcssed ray personal opinion on this. There is no. 
reason ^ for it. I cannot discover anyj eacept perhaps a historical accident. 
There is no reason for imposing the tax in one case and not in another. 

Tht Pn^uhnt. Q . — With regard lo suppicmentaiy question Xo. 1C3, there is 
rather a mistake. It is. “Is the'^ta.v shifted by the Luiportt-r”. Du you think the 
producer gets less for nis produce than be ought to get because of*the existence* 
of the octroi? In other tvords is the country paying for the totra? 

J. — It must to a certain extent, hut it is impossibie to judge ?o vrhat extent 
it is. 

Sir P-rej TLo:,t^ion. Q. — ^You think probably some indirc-ct levies are also 
made by the staS? , 

T. — ^Yc-s, judging from the comphaints so constantly heard as to the exactions, 
of octroi establishments. 

Q. — Wliat are the advantages of terminal tax over octroi? Surely a refund 
system involves less of a tax on transit ? 

A . — One of the mest diincult things is this refund system. To get a refiind. 
from a municipality involves a most lengthy prccess. There is much cormptfen. 
also in this. As I hate said octroi should be discontinued tvherever possible. 

I have found people altvays against refunds. 

<2- — ^Terminal tax is also a tax on trade, is there any objection to it from the 
administrative point of viev.'? 

.A. — ^When terminal tax is assessed on rail-borne goods qnly its coHecticn 
is cheaper and eas'.er. Terminal tax is levied un tveight and not cJ rclorcLt and 
so gives less room for corruptio.n. The merits of tie :er.minal tax over octroi 
are purely administrative. 

The. President. Q . — ^Yon mean terininal tax does no: vary on articles? 

1. — altvays on rveight and not cd veJorem. 

— I suppose ad vcJorcni rates assist evasion? 

A.— Yes. 

O . — ^In your ans— er to (c) of question 109, yea say that it is nos tme that 
ihe octroi duty is liable to be extensively evaded. What is your experience? 

A. — I mean that Government have received -no such complaints. 

Q . — ^In your ansvrer to the next question you say that one of the reasons 
erged against direct taxation is that it has to be paid in lump sums and is 
difficult to evade? 

A - — Y es- 

The Jlaharcjadhiraja Bahadnr of Bardiran. Q . — ^Is cezrai very nnpcpular 
here? 

A. — Yes, owing to the trouble involved in its administration. 

The PreAdent-. Q . — What about the pilgrim tax; have you get it in many 
places ? 

1- — Pilgrim tax is only levied in one place. It is a surcharge on railway * 
tickets collected from persons coming from oniside a certain radius. 

Dr. Parani-pye. Q . — ^Are there many places of pilgrimage in the Punjab? 

A. — There are not many places of all-India importance. Ejnrhkshetra is ihe 
only place where the pilgrim tax is levied. I may also explain that, the vrhola - 
of the money is devoted to the cleaning, repairing, etc., of the sacred tank. 

The Presidestt. Q . — ^In the case of direct taxes, say honse-tax, who does ihe 
assessment ? 

A. — ^The Municipal Committee dees it. 

Q. — You do not assist the municipality throagh. an Extra Assistant- 
Connnissioner ? 

A.— Xo. 

If . — Is it because the municipaliiy does this work that it is Teiy unpopular? 

A. — 1 can’t answer the question. 

Sir Percy Thompson. Q . — ^Is it not quite wrong that the tax should be paid" 
by the owner of the house who may be a non-munidpal resident altogether! ~ 



«1 


-Hovj’ The value of the property and so the rent is increased by the 
ivities of the local body 

Q What I say is this The inhabitants of the town pay to a municipality 

a.use they get the benefit from the monicipaUty Why should an owner pay 
municipality when he docs not receive any bene&t’ 

4 _He gets an increased letit owing to the benefits given by the Municipal 
mrailtee Thus indirectly he benefits from the municipality But for the 
inicipal administration, the value of an owners property would not increase, 

1 it IS because of this value he gets an additional rent also 
0 — S\ippn=^ I em. va a house where there is no water and I go to a house 
lere there is water I pay for it because I want water Tiiere is no reason 
ly the landlord should pay for U The owner does not benefit at all^ 

4__Very rarely the owner actually pays All these taxes are generally added 
the rent In my own experience in Simla the bouse tax is paid m addition 
the rents House la* la imposed m a few towns m this Province, and in 
most all the cases U »s paid b^ the occupier 
Q — Would it not bo better to collect it from the occupier ’ 

4 In many cases tho Municipal Comniitlee does not know who the occupier 

a house is The occupier may ho changing frequently And then who is to 
ay if there are 3 or 4 occupiers’ 

Q — In England there is no such difficulty felt, wo alvvajs collect from the 
cupiers 

4 —In a place like Delhi and other places it will be very difficult to collect 
rom the occupiers who change frequently 
Q —Is there ony provision m your Act allowing the owners to pass on the 
ax to tho occupiers’ 

A — Ivo 

The Presidc7ii Q—Thete is uo exemption for house taxes, even for the 
mallest houses paying one rupoo a ciooth^ 

—There is no such exemption theoretically But iq practice some persons 
ire exempted 

<2— You say there is an appeal’ 

— Yes there is an appeal toAhe Deputy Commissioner and Commissioner 
The appeal is against assessment, he can reduce, but he cannot raise the assess 
ment 

Dont vou think a provision of that sort would be salutary’ Powers of 
revising the taxes or evempting, generally vetoing of assessment under the 
general powers* 

A — I think so 


Q — Do you surcharge the municipalities ’ 

A — Jio 

Q — rhe tax on tiansfers of immovable property has been abolished in urban 
areas Have you got any varying stamp duty for transfei of property in towns 
and in villages’ 

A —We have just passed an A^ct m the local Council enhancing the stamp 
duty on transfers in urban areas 

^ — But then, the raunicipahty has lost the fax that it levied on the registra 
tion’ Can jou tell us how- much it is’ 

4—1 am sorry I cannot tell you, stamp dqty has nothing to do with my 
department 


Sir Percy Thomyson Q —The stamp duty has been raised, and the tax levied 
hy the municipality has been 'ibolished Has not the mumripality objected to 

4 —The municipalities have not yet objected We gave an undertaking in 
the Council that the municipalities would not be allowed to tax transfers also 
Soma of the members who were residents of Amritsar and Jullunder had objected 
to the double taxation, I think Wc have asked the mumcipahtv what thev 
propose to substitute for it v y 


propose to substitute for 

The Premdent Q — Cau you tell roe 
^ was imposed f 


r what eecticn of tfaa Act that tax 
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A. — It is with the previous sanction of the Governor-General-in-Council 
“any other tax” under section 61 (3). 

Q . — I do not quite understand one provision about the tax on houses and 
lands. Except in Sinaia, can you levy either on the house or on the lands or on 
both ? 

A. — There is nothing in the first part of clause fa) of sub-section (1) of 
section 61 to prevent it though later the proviso seems to imply that it cannot be 
levied on both. The Act is badly drafted. 

Q . — In every other Act it is on the holding? 

A. — ^I do not know. 

Q . — ^Would you assess agricultural lands which fall within the municipal 
area? 

A. — No, not to house tax, 

Q. — ^Don’t you get cases very much on the margin? You might have a small 
garden house with a great deal of land attached. Would you tax that? 

A. — I don’t think there is anything to prevent it legally. 

Sir Percy TJiom/pson. Q. — ^With regard to Q. 114, under what circumstances- 
is exemption granted to individuals? Is it on account of poverty or something, 
of that sort? , 

A. — Yes, 

Dr. Paranjpye. Q. — ^With regard to Q. 116, we were told that 'there was some- 
difficulty about the levy of profession tax, that it was not legal and so forth. 
Can you tell us what that is? 

A. — There were two difficulties in connection with the profession tax. In 
the first place it was held by the High Com’t that the consent of the Governor- 
General was necessary for the tax in notified areas. Secondly, it was held when 
a tahsildar was assessed and a suit was brought against him for the recovery 
of the amount, that a Government servant was not exercising a profession. 

Sir Percy Thompson. Q. — I see it stated in reply elsewhere- that the assess- 
ments to the profession tax are revised by the Deputy Commissioner. Does he 
have access to the income-tax assessments himself? 

A. — The agency is entirely separate, 

Q. — ^But would there be any objection — and would it meet the case — ^if he 
had access to the assessment? 

A. — I can see no objection, but the income-tax authorities might object. 

Q. — ^Would that alternative be satisfactory for the local authorities? 

A. — ^Yes; most satisfactory from the point of view of the local bodies. 

The Presideiit. Q. — ^What would be the efiect of asking the income-tax 
authorities to tax all incomes down to Es. 500 and to hand over the income 
collected between Es. 500 and Es. 2,000 to the local bodies? Would it be more 
satisfactory than the present system? 

A. — ^I think it would probably produce more income; but it might not be- 
more satisfactory to the people concerned. 

Q. — How ? 

A. — ^The prying of income-tax officers into their affairs would be resented 
more than enquiries by local committees appointed for the different parts of the 
district by the district board. 

Q. — ^Does it not put rather an undesirable power in the hands of the local 
bodies ? 

A. — 1. do not think so. The assessment has to be confirmed by the Deputy 
Commissioner and there is a right of appeal to the Connnissioner. 

Q. — ^What is the section that covers this subject? 

A. — Section 30 of the District Boards Act. 

Q . — ^Is it not indeed rather e.xtraordinary to have the profession tax in the 
rural areas and not in tho urban areas? 

A. — It is not extraordinary when you consider tho reason for it. 

C?.— ^What is the reason? 

A. — ^It is simply to make tho non-agriculturist living in villages pay something 
to tho district board revenues when ho is. benefited by tho hospitals, roads, 
sclicols, etc. 
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Q —You say, ‘ the tax has been found to bo difficult of assessment, and in 
the case of district boards of collection also » Now'tuo years ago the Govern 
ment suggested that the distuct boards might employ Extra Assistant Lorn 
missionors and several of them have dons so Don t you think it desirable to* 
go a step furthei and make it over to tho Income tax Department^ 

A —I don’t think the Minister for Education would approve of that but 1 
cannot say , 

Sit Ptrcu Thompson Q —What do the * minimum and maximum mean la 
your note’ 

4 — Bs 2 per annum on incomes of Rs 200 per annum, Rs 3 per annum on 
incomes of Rs 300 per annum and so on 

Q— In tho case of incomes above Rs 2,000, all that the Income tax Depart 
ment would have to do is to give a hst of people paying income-tax 

4 — All that would be necessary for the Income lav Department to do would 
be to give a list of income tax payers and this is what we asked for m the' 
correspondence with the Government of India 

Th^ President Q^With regard to supijlcmentary question No 117, our 
difficulty is to asceitain the pioporlion which the general taxpayer in the difierent 

E rovinces pays for local administration So long as we take the percentage borne 
y subsidies to total income, we get nowhere, because the indirect subsidies 
vary from place to place Can you suggest any better way of getting at the 
proportion than taking the actual cost of the services and taking the percentage- 
borne to that by the local taxation’ 

A —In the verj short time I have had to think about these questions, I 
have been unable to think of an alternative 

<? —You say in your original answers ‘ SO per cent of the cost of the mum 
cipal roads * 

4 —No We said 50 miles and not 50 per cent This refers to the parts of 
the Grand Trunk Road which pass through municipal limits 

<?— 'Special assessment’ is another phrase for a betterment tax on unearned 
increment You have not begun to impose any such tax through any of your 
local bodies so far’' 

A —Not at all 

0“^Vith regard to Q 161, you say The present system is only unsatisfactory 
in so far as the land revenue system itself is unsatisfactory, in that it dis 
tmguishes between the rich and poor only m tho actual amount taken from 
them and not m the proportion of their respective incomes that it takes ’ Have- 
you any remedy for that’ 

4 — I cannot think of any 

-In reply to Q 167, you say So far as the Punjab is concerned the 
principles upon which assessments of buildings and land are to be made aie 
nid down by statute’ What is the statute vou refer to’ 

A — The Municipal Act, section 3 

Q —In Calcutta it is done by the executive officer and the local body has 
no control over the assessment at all On the other hand, your provision 
for appeals is peculiar to the Punjab’ 

A — I do not know 

<?— You say that the central agency viould be extremely expensive Would 
the assessment by, say, an Extra Assistant Commissioner be better’ 

A —We were not thinking merely of the employment of a Government officer 
we tbought you meant setting up a regular central agency for assessment 

We deputed a deputy collector to a 
municipality and tho result was an enormous increase in the assessment He 
IS paid for many times over 

woiJd~/erfaml7pay “» officer deputed and it 

Coam,.ss..„era should- 

A — Yes 

Q — Do they now form a considerable number in these bodies ’ 
chafr^'VpSe’nt'’""* Coutmiss.oner as Ihe.r 

C — you any audit staff ’ 

^ We bile our audit staff but no power of turcharge 

P 2 
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Ml. OWEIT ROBEil^TS, of Messrs. Clements, Eobson and Co., 

Lahore, was next examined. 


Written memorandum of Mr. Owen Roberts. 

» 

LIy business is connected with the purchasing of food-grains and has led to 
my devoting considerable attention to the c^uestion of agricultural statistics, 
.and I wish to avail myself of the opportunity of once again drawing attention 
to the very severe blow dealt to this subject by the discontinuance of the Reports 
on Inland Trade. This is referred to Annexure A, question No. 1, Part II 
((/), Statistics of Trade. 

Any consideration of this subject to be serious must include more than three 
factors mentioned in para. 2 (a) General, Annexure A. Of the three factors 
mentioned there, one alone, namely, the first, is reliable, and it is only by adding 
to those three factors, the two factors of population and trade figures (imports 
and exports) that any reliable check on estimates can be instituted. 

At present a special Committee, on which I have the honour to be serving, is 
-considering this subject of prices and crop forecasts, and it may serve to explain 
my meaning if I attach to this a copy of a note put up to this Committee. ' 

2. Prices. — In so far as the data X'elate to prices of food-grains, they are utterly 
worthless, the systems of collection being to blame. The present system might 
have answered during the time of Akbar, when even interprovincial trade on its 
present scale, much less international, trade was unknown. The lesults under 
present conditions are useless, and therefore any deductions from them can have 
little or no value. A revised system of collating these data is being recommended 
to the Government of this province and with proper checks, based on returns 
known to be above suspicion, the results should be valuable in time. 

Instances, illustrating the untrustworthiness of the present returns, could 
be quoted from any of the three provinces with which I am intimately con- 
nected in Northern India. 

3. The above remarks cover all that can usefully be put forward on matters 
with which my business is directly connected. Before concluding this note, 
however, I am tempted to put forward certain observations on what appears 
to me to he the injustice inflicted on provincial Governments by the present 
pystem of taxation. 

Land revenue is the principal source of income and on its merits this stands 
discredited. 

Theoretically, it is founded on the assumption that the State is entitled to 
Sd per cent of the producer’s surplus, and this is commuted to a cash basis at 
rates fixed during periodical assessments. 

Practically, the 50 per cent basis has been reduced to 33^ per cent, and 
it is now under consideration that it shall, be further reduced to 25 per cent, 
■and an examination of the prices fixed for commutation will show that they 
are all far below the value of the articles at current market rates. 

Here again the tax is one unsuited to modern conditions. The fact that 
■the theoretical percentage due to the State has had to be lowered speaks for 
itself, and the system' of assessing commutation values for a period of years 
is not one which can possibly be applied on any scale that would be just to 
both the producer and Government, with the consequence that Government faces 
a definite loss rather than inflict injustice on the payer. The principal source 
of provincial revenue, therefore, can only be regarded as discredited in theory 
and impossible in application because of the inelasticity of its application. 

I make these observations with a view to show the position of helplessness to 
which the province is reduced in order to emphasize .the added injustice arising 
.out of certain forms of taxation imposed by the Central Government. 

I have in mind particularly the present scale of import duties and will 
illustrate my meaning By taking the tax on motor cars. 
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In -a recent Bill the Punjab Goverament imposed a tax of Rs 80 per annum 
on 4 seated cars Take the case of a 4 seated car on which an import duty 
of Rs 1 000 IS levied, and it becomca apparent that tlie Local Gove-nraent lias 
to provide roads and other amenities foe tins car for 12^ years before it receives 
a« much as the Imperial Government takes from the buyer when the car enters 
the country 

The whole scheme of import duties is settled on a scale for which some 
justification might have been claimed when the Imperial Government was 
responsible for provincial welfare or to put it more correctly when the pro 
Vinces were merely the agent ol the Central Government, but when, as now, 
the Provincial Government has transferred subjects for which it is entirely 
responsible, the system is both impossible and unjust and its results are s®e» 
in the prodigality if not waste of tiie more favoured departments wh-ci ?ri 
retained under the Central Government directly 

In this province tlie chief trouble is still ahead, large new areas brought 
under cultivation must have given appreciable increases to land revenue and 
in most cases development of these has not been carried as far as it will have 
to be and an apparent surplus has resulted enabling Government to bo earned 
on, but when the obligation of development lias been fully carried out, unlest 
an adjustment is made witii the Central Government or some imforeseen 
sources of revenue open up, the prospect before tho province is poor indeed 

Note on Crop Ettxmates 

The outstanding detect of the present system of handling crop statistics lies irr 
the absence of any systematic metliod of checking the resolts published in the- 
final forecasts, and os the present opportunity may not offer again lo the near 
future the following notes are put up for record if the Committee feels that 
the suggestions made are outside the scope of the enquiry entrusted to it Before 
cohiing to the suggestions themselves, it is necessary to discuss the subject 
shortly on general ^mes 

The general system hitherto followed has been to rely on data supplied 
to the Director of Land Records, which are massed together and then placed 
before the Director of Agriculture who applies corrections or modifications 
based presumably on independent information, when the results obtained tee 
published and apparently treated as final 

The question that occurs to one is whether it would not be possible to devise 
a test of the figures year by year and it is with a view to develop this subject 
that this note is written 

The productions and consumption of crops can bo split up into tho follow 
mg beads — 

1 Acreage — This may be taken as absolute and correct 

2 field — This is divided into two scctioos—consumption and surplus 

Acreage — Of this it may be said that it can be accepted as finai ind 

accurate Slightly more detailed figures as suggested by Mr Trevask s, dividing 
the acreage up into the various classes of laud cultivated, would probably 
prove ol advantage 

Yield — This must always be m the nature of an estimate and it js this 
estimate that it is proposed to check Tho methods of arriving at it arc 
probably exhausted by the employment of one of the three following methods — 

(1) By a direct guess with the area under computation before ^ne 

(2) By the direct method of assuming a normal ” outturn f-'r any given 

class of land and modifying the result by a seasonal factor This 
method appears to me to be most misleading because any “ normal ’ 
arrived at, even if the lesult of actual crop cutting, is not and 
cannot be a ‘ normal ’ in the correct sense of the word, because 
the data on which it is based must themselves be subject to dl 
the vicissitudes or advantages of tho particular season or seasons 
from which they are derived 

(5) By crop-cutting experiments on a large scale in each district annually 
This would offer the best prospects of success if it could be applied 
to every crop m every district in a big way, but it would be- 
too expensive 
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The problem is now to devise some check on the figures for the yield of 
nny given district, and has occurred to me that an analysis of the factors that 
are derived from yield may help. The yield of a district is disposed in one 
of two ways, t.e., either by consumption or by export from the district. Of ° 
these two factors the export can be exactly ascertained, and by deducting this 
figure from the estimated yield and comparing one district with another it 

Eihould be possible to distinguish gross errors. 

Taking all factors into consideration, three, which contribute to a solution, 
are known and these are the acreage, the population and the net exports 

or imports, and at this stage of the enquiry only one of these remains to be 
ascertained, i.e., the net exports or imports. Generally speaking the .enquiry 
under this last head need only be extended to recording the exports and 

imports by rail ; in certain rare cases only it would be necessary to take into 

account trade movements by river or road. To attain the object in view ^t 
would be sufficient to obtain from the railway a return that might be sent daily 
to a central office in Lahore, showing the quantity despatched of all classes 
of articles under consideration, and a similar ireturn of all imports into the 
station without giving the station of origin as that would be of no interest. 

From these figures the exports from and imports into every district would be 
known and the net figures, whether of export or import, arrived at, and it would 
be possible to say in respect of every article of consumption that over a known area 
its production was sufficient to maintain a known population, and the consump- 
tion qjer ca’pita of the article arrived at on the basis of the yield forecasted. 

If the results between different districts were widely different, the yield figures 
could be examined and tested in the succeeding crop. 

To arrive at data for these tests, I would suggest that without interfering 
with the present method of estimating yields, crop-cutting experiments on a large 
scale should be instituted yearly in a few selected districts, and the results 
arrived at by these e.xperiments compared with the trade figures, and with 
yields given by the ordinary methods of estimating, and with the figures of 
other districts. Once the entire province was covered, say, in five years, a most 
valuable set of figures would have been constructed, and I think a very much 
more reliable system of forecasting arrived at. 


Mr. Owon RoDsrts gave oral evidence as follows : — 

The President. Q. — ^You have been good enough to send us a note dealing 
with three points-^statistics, land revenue and customs. As regards statistics 
which is the most important part of your note, you know a new Committee _ has 
been appointed to deal with that subject and we will pass on your criticisms 
to that Committee. But in so far as they show the pressure of taxation on 
any particular class of people, have you any suggestions to make? 

A . — I have only dealt with the question of agricultural prices. The Com- 
mittee has decided* that the use of the word “ normal ” should be abolished. 

1 

Dr. Paranj'pye. Q. — ^You are in business? 

A. — ^Yes. ' 

Q . — On what prices do you depend for your business? 

A. I have to buy very largely for inland as well as for the export trade. 

The prices which one pays for export are governed by the prices cabled from 
England and the local prices. are largely governed by these prices. < 

^You don’t depend upon the prices published by the Government? 

A. — No; they are perfectly useless. 

Dr. Hyder. Q. ^You say that the Government, of the Punjab has had to 

give, up the question of ascertaining the normal yield? 

The Committee formed to consider the question has decided to recom- 
mend the discontinuance of the use of the word “ normal ”. 
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"Dt Paranj'pya Q — ^What about the seasonal factor ^ 

„lly secoi d note deals vnth the subject fully It is a question of how 
io check the seasonal figure 

Q — You say that the crop cultmg eiperiment is the best ’ 
i —Yes If you have statistics of the population and the area and find 
that given certain conditions a certain area can export a certain quantity, tnen 
jou IV ill have some definite data to go on. 

Dr Hyder. Q —Whether yon call it ft normal or average yield, suppose 
there have been crop cutting expenments for 20 jears and you elimmate the 
seasonal factor Then how are you going to estimate the variation from the 
averai,e’ 

^ — Aly second note deals with that point fully If you take a set of crop 
cutting expenments spread over the province and the next year of five years later 
you get a given set of conditions in a particular areS and the outturn is estimated 
to be a certain figure, this figure could be checked against similar experiments 
in the same year and you wiU have a dioc^ on the variation At present you 
have none Ibis must be done systematically every year in certain districts 
Q — ^You will have these figures by districts ♦ 

^ — I would not commit myself to that It is a matter to be settled by the 
agricultural people But m whatever way you do it, whether by districts or 
divisions, the result will be the same At present it is done by districts 

Dr Paranjjiye Q — How would you estimate the crop which js consumed 
in the district’ 

^ —By deducting fiom the estimated pioduction the actual exports by rail 
from the district 

Dr Hyder Q —How will you take into consideration the storing of grain ’ 
id —It IS not practised now to the same extent as it was before the vs'ur 
You now find the stocks cleared out periodically 

Thi President Q —Do you find the existing official estimates of crops to 
be excessive or the reverse’ 

A —They were fairlv reliable till the last few years But during the last 
few years it has been difficult to read any meaning into them 

Q—\o\x do not agree with the Chamber of Commerce which always adds 
S5 per cent to these estimates’ 

A -No 

Q — You dont find them underestimated’ 

1 — I should say tint for the last year or two they have been overestimated 
Q — You say something about commutation prices Do you find the prices 
in the official returns generally above or below the market rates’ 

A — They are generally well below the market rates But the system of 
recording pfices is defective »I.ast year the value of wheat at the harvest 
tune m Dvallpur was reported at Rs 44 a maund in villages when it could 
not possibly have been more than Rs 3 8 I do not know bow they cot at 
this figure 

Dr Paranjpye Q — So that will have the effect of increasmg the revennof 

A — I suppose it would have I may point out that the rates given in this 
return I have with regard to Lyallpur district are very high But the rates 
were never applied The revision,, never took place at those rates Again take 
Jullondur for example The price of wheat put down here is 38 seers per 
rupee m 1914 But actually it was much lugher. 

The President Q — They take the average of the last 20 non famine years’ 

A —I do not know what it is. The commutation prices are far below tbo 
prices at present ruling 

Q — Even at the commutation rate, it is very low’ 

A —Yes It does not represent the market value. 
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p— \ou s;iy that tljo oO per cent basis lias been reduced to 33i and it i> 
uuucr consideration tbat it should bo further reduced to 25 per cent and an 
exiuuination or the prices fixed for conimufation iviil shovr that thev are all 
tar below the vnJue of the ariicles at current market rates. So that altogether 
js tukcii Jis Jnnd tovciiuo fonnit only a jfruction o£ the surplus? 

. ^ know what fraction it rcprc-sents. But to try and prove that 

i: IS based on a definite principle seems to be out of the question. 

— It is not wh.tt it purports to bo? 

I do not think it is anything like what it purports to be. 

(J . — Wliat is it then? 

-1, — I should call it rent. 

Q . — Government is taking -what it can from the people? 

-I* — Yes; it comes to that. There seems to be an inherent admission to that 
effect. You start on some basis ; \’ou say you take 50 per cent of a ceidain 
ining; then you say you will take 35 per cent; and finally the result is vou are 
taking what you can get. 

Sir Pc.fcij Thoiuiiion. Q . — Supposing you take 50 per cent of the surplus? 

-•I. — I should call it a heavy payment. I take it, that this 50 per cent is 
charged on his net assets, i.c., after allowing for his reasonable e.x'peuses and 
cost of production. 

Q . — What is the rent in England? 

.-1. — A case was given me the other day of a man who honght a farm of 
EOO acres and who gets £75 by way of rent. I'hat is the most he can get for it. 

— My point is that you find the charge to the cultivating tenant very much 
higher in ’life case of lands that are let on rent to the tenant. A man voluntarily 
takes some lands from a landlord and pays a certain rent. The land revenue 
he pays for land of a similar quality similarly situated would be very much 
less. If a man voluntarily takes lands and pays a private person a higher 
rent than he is to pay* to the Government, how is this land revenue excessive? 

A. — The fact remains that Government cannot call this a tax on the basis 
on which they have started. 

Q . — YiTiy do yon say that? 

A. — I know nothing about the incidence; but there is the admission that 
they cannot, collect 50 per cent of the produce and they have now reduced it 
to ^ per. cent. 

T7ie President. Q. — They do not think it. desirable to take so much. 

A. — Yes. 

« 

5ir Percy TTiomfson. Q . — ^There has been e controversy with regard to Ae 
o^vnership, and the shares which belong to the Government and the cultivating 
tenant; not that it cannot be collected. 

A. — If yon get the whole 50 per cent, the revenue will he very well offj 
but they cannot get it. 

The President. Q . — ^Have you formed any idea on what lines yon can 
proceed to reform the system? 

A. — cannot see any lines, but I may say this. I do not think that the 
system of fixing prices ^ they 3o it now will ever work. The system^ is based 
on a time when the crop was worth what it could fetch in the district where 
it was produced. If you had a good crop you had cheap prices; bat if it 
was a bad crop prices *were high. In other words, the local value depended on 
the production. These conditions do not apply to-day. Eor instance, I may 
give yon certain figures. The area of the wheat crop in 1922-23 was 9,573,000 
acres and the price at harvest time was Es. 3-15-4 and this year the area 
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IS 9,998,000 acres and it has been sold for delivery in June at Rs 5 2 7 Govern 
ment cannot get anjthmg like a reasonable shaie out of the present sjstem oi 
fixing commutation values The fluctuation is so enormous that I do not see 
how jou can fix tlie price for a period of years 

Sit Percy Thompson Q — ^If you fix a rent, will it be all right’ 

A — ^Yes , but not based on the market value foi a period of years 
Q — Rents go up when prices go up in other couptnes In England it is so 
4 — How are you going to fix a steady rate rent based on prices subject 
to violent fluctuations’ * 

^ Q —"What it means is that at one time a man has to pay too much rent and. 
at another time he has to pay too little -Vn average may be taken 

A — I do not know how it will work out 

The President Q — What would >ou say ‘o taking 1 or 2 per cent of the 
capital value of the land’ 

A — I think it would be a very good idea At any rite jou get down to a 
system 

Q — Is the capital value easier to ascertain than annual lalue’ 

A —You would have to ft-x what the capital value was 
(?— And it will be equally subject to fluctuations m pnc^s’ 

A — Yes, it will 

Dr Paranipye <2— Would a system m kind be more suitable’ 

A —No I had an invitation the other day asking me to bid for 2 lbs of 
potatoes in a village in Baluchistan 12 miles from the railway station 

The President (J— -On the subject of cu toms, have you anything to say’ 

■1 —The only reason why I referred to il is that the provincial revenues are 
badly off The other day the Municipal Committee here sent their tax schcdule- 
to Government in which thej put Rs 4 on motor cars The whole schedulo 
was accepted except this item and Rs 4 was reduced to Rs 2, presumably 
because of the heavy taxation that cars are already subjected to 

Q — •lou consider that the recent increase in the customs schedule has m 
Some cases gone too high’ 

4 — I think so At any rate the provinces are looking round for money 
and the very h gh customs tariff preveits any possibili’j of Local Governments 
getting any revenud out of trade 

Q — What do >ou say about the tax on tobacco’ ^ 

4 — It IS appallingly high 

Q — Suppose a small excise duty is levied on locally made cigarettes 

A — I think it would be a good idea, but unmanufactured tobacco should 
be allowed m free m that case 

Q — You would allow it in free and then put a tax on the manufa-'ture’' 
What about the unmanufactured tobacco this country’ 

A — I think that that should pay a duty It is a luxury 
(J — How xxould jou levy it’ 

4 — It would have to be levied on the acreage through the district ofiicials 
Q — Have jou anything to suggest regarding income tax? 

A — ^No I uaiit to suggest that the provinces should he allowed to tas. 
exports 
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Q- Exports generally or particular articles? 

■4- — Expoi'ts of selected articles. 

Obviously you could not allow a maritime province to tax the exports 
■of the Punjab and take the profits. 

A. — No; but there is no reason why you should not tax Punjab produce 
going out of the Punjab. The real diffic^ty is that I cannot see how Local 
Governments are to get anything out of trade. 

Q' If that is your difficulty. I will refer you to the chapter on the division 
of the proceeds (Questionnaire Q. 147). What we are attempting to do is to 
take each tax and see which procedure is applicable. Now from this point of 
view what do you say about income-tax? 

A. — That will have to be an Imperial tax. 

« 

Q - — Do you think it is impossible either to divide the yield or to allow the 
province to make an addition? 

A. — I do not think it is desirable to allow provinces to make any addition 
to the income-tax or to take any share of it from the Central Government. I 
“think that the tax on exports is one that ought to be left to the provinces. 

Sir Percy Thom'pson. Q. — ^With regard to export duties, surely it means 
that the producer here would have to produce below world prices. Otherwise 
he cannot make a profit. * 

-4. — No. If you put it at a moderate rate, it would not happen; it would 
be absorbed in the trading risks. 

Q. — ^But taking it over a period of years, does it not follow that the producer 
should produce it at a price less by the tax than the world ptice? 

A. — I doubt it. There are so many other factors which are' to be considered. 

I was thinking of a tax at a flat rate, say roughly at Rs. 3-8-0 a 'ton on exports 
■of certain selected articles. TJiis would be too low' to affect trade. 

Q . — ^Will it give very much revenue? ' ^ 

A. — It will give a very useful revenue so far as this province is concerned. 
'In that w'ay this province would get from 20 to 30 lakhs of rupees every year. 
It would give them something out of trade. 

'PJie President. Q . — Where should it be collected? ^ 

A. — At every railway station, like the terminal tax. 

Q. — ^Would not that result in the same consignment being taxed two or three 
-times over? Suppose you collect a lot of wheat here and consign it to Karachi? 

A. — No. The tax would be levied and collected at the despatching station 
and as the levy would only be on goods consigned outside the province, the 
tax would not touch the local consumer. 

Sir Percy Thompson. Q . — Suppose you are- an exporter; and you go round 
and buy wheat in the Punjab, Central Provinces and other places. Then would 
you not pay the export tax when it came to the United Provinces and again 
when it came to the other province? 

A. — No. It would he so arranged that the goods going right through 
would not be subject to the tax. When once the tax is. paid it would not be 
paid again, though the article might pass through different provinces, unless 
it happened to be unloaded and stored and reloaded. 

Pr. Hyder. Q. — ^Would you allow every province to levy the tax at its 
■owm discretion ? 

4 . — The Government of India might lay down some general lines, about the 
articles that are taxable, ahout the rates, about the maximum that can bo 
charged and so on, and leave it to Provinces to tax within the limits prescribed. 
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Dr Paranjpyc Q— Would not that practically amount to an increase 

un the railway rates’ 

^ — >fot more so than a terminal tax 

Q —Would it not be much better to increase the railway rates ’ 
j — It IS a question of helping the proMnees and not the railways 
Q — Do you know of "iny other case where theie is an export tax unless 
•there is an element of monopoly’ 

A — I do not know ot any otner case 

Tht President. Would not this tax come back to the cultivator’ 

— It 15 a lery difficult tbing to say If you collect two annas per maund 
on wheat, it will come to only between 3 and 4 per cent of the value and a 
fluctuation of one penny m excliange has more effect than this tax 

Q — May I take it that the busme s community docs not object to the 
terminal tax’ 

A —No , it does not liamper trade As long as it is low, it does not matter 
Q — Do you put it on thiough traffic’ 

A —In places lilte Lyallpur, etc , wo pay it with the freight My point 
IS this It passes on to the trader and it forms part of his risk It is a risk 
which be has to face just as he has to face the market risk when he stores 
cotton or gram 

Have you read Sir Ganga Ram’s proposals’ 

A — I have not 

Q — He pioposes to abolish the land revenue and to levy a tax on all produce 
brought to the lailway stations 

A — But the ta\ that you might have to pay may be so large that it would 
affect trade and it might also compromise Governments position with regard to 
land 

Dt Hyder Q — May I go back to the determination of prices of wheat 
in Lyallpur, I want to ask a question m regard to crop forecasts You are 
not guided by the crop forecast in India, but in England people have to be 
guided by the crop forecasts here’ 

A — You can take it as an al solute fact that the whole of the Indian export 
IS insufficient to influence the European value of wheat If it cannot influence 
it the crop forecasts can have very little weight 

Q — ^You say the crop foiecast here is inaccmate I say the same thing 
applies to the crop forecasts made in America and other wheat producing 
countries How does the pioduccr of wheat determine the market rate’ 

A — Partly by crop forecasts, but not necessarily by the Government fore 
casts The interests in Canada and other places are very big and they form their 
oivn opinion, they are guided undoubtedlr by the crop forecasts That is a 
different thing from saying that the size of the Indian wheat forecast is going to 
influence prices in Euiopean countries The Indian supply is so small and so’ 
uncertain that the European market cannot be materially influenced by these 
returns 

Q —The point is this that the crop forecasts made in Canada, America and ( 
other places are also inaccurate 

A — Quite so, but the people tb»o handle these forecasts with caution and 
form their opinion from their own knowledge received through their agents 
Mon the spot as well When a man is working for a series of years in this 
business he can attach bis own value to these reports 
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28th January 1925, 

Lahore. 


Pbesent : 

Sir Charles Todhunter, K.C.S.I., I.C.S., President. 

Sir Bijav Chand Mahtab, G.C.I.E., K.C.S’.I., Maharajadhiraja 

Bahadur of Burdwan. ^ 

Sir Percy Thompson, K.B.E., C.B. 

Dr. R. P. Par.anjpye. 

Dr. L. K. Hyder, M.L.A. » 


Mr. C. A. H. TOWM'SEND, C.I.E., I.O.S., Officiating Commis- 
sioner, JuUundur Division, was examined. 


V/rItten memorandum of Mr. Tawnssnd- 

Q. 1 . — I was -for some years Director of Agriculture in this 

province and later Director of Civil Supplies. In these capacities I had much' 

to do with the estimates of the production of food grains, particularly of wheat. 
It is extremely difficult to get an accurate estimate of the total production. The- 
figures of the area under any crop^ in any particular harvest are, I think, accm 
rate within one per cent. But it is extremely difficult to find the outturn iu 

maunds per acre for each crop. So important were the estimates of the wheat 

crop in the Punjab during the war that I used to go to Karachi before writing. • 
the final wheat, forecast, and compare my estimates of the total crop with that 
of the principal wheat exporting firms there. These firms always gave me every 
assistance. I was glad of their views, and I think they were glad to have mine. 

I always issued my forecast after duly considering their estimates. 

Statistical publications in this province have recently been diminished in that- 
the extremely important “internal trade report,” which showed the principal' 
articles imported into or exported from the province 'by rail each year, was dis- 
continued in 1923 from motives of economy. I most strongly protested against 
this decision when on the Board of Economic Enquiry. I understand tfiat a> 
proposal is now under the consideration of Government to re-introduce the report. 
But even if this be done, there will be an unavoidable lacuna of at least three- 
years during which no report was issued. 

Q. 15 [2 ). — I consider a fair commercial profit is the obvious thing to 
take. 

Q. 16 . — Certainly it would be impossible to take the State’s portion of 
the increase as a lump sum. It should be taken annually as a tax. 

Q. 17 . — ^We have, generally speaking, an - admirable Tenancy Law in this' 
province, and I see no difficulty in fitting it into these proposals. 

Q. '25 . — IMy reply to the second part is yes. 

Q. 27. — Yes. 

Q. 28.— Yes. 

Q. 29 . — There is no doubt that indirect taxation is infinitely more popular 
in the Punjab, at any rate, than is direct taxation. 
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I happened to be the Punjab official representative on the Assembly at Delhi 
jn March 1923, when the increase m the salt tax was most vigorously debated 
As will be remembered, the tax was ultimately increased from Rs 14 0 a maund 
to Rs 2 8 0a m'uind On return from Delhi, t reverted to my post of Director 
of Aenculture, and when on tour in that capacity, I made a point of enquinag 
wherever I went as to the price of salt in villages and whether it bad risen latew 
much The replies I always received weie that it had risen, but nobody seemed 
(o know or care in the least why this had happened There was a very great 
deal of profiteering in salt I am quite convinced that, so far as the Punjab 
IS concerned, the increase in the salt duty two years ago was very little felt, 
and in brief that it is a most suitable and least obnoxious form of taxation 

Q Si I have had a good deal to do m the last year with the ‘profes 

Sion tax,” which has now been imposed bj the District Boards of a the dis 
tricts of the Jullundur Division It has been assessed by the members of the 
District Boards themselves hlany cases have come before me on appeal, and 
generally I consider these assessments to have been extremely badly made J 
consider the profession tax far more objectionable than the salt tax Octroi is 
not much objected to It is in accordance with the customs of the country, but 
it has, in many places, been replaced by a terminal tax 

Q — As to Income Tax, I have always most strongly objected to the 

exemption of incomes of less than Rs 2 000 from paying it The limit should 
be lowered at least one thousand rupees In this province the ownej of 
a piece of land, however small, has to pay his share of land revenue, though it 
IS true that m calculating that land revenue the fact that holdings are small 
is always taken into consideration 

Q i9 — I think tobacco might well be taxed But I have not considered 
the details as to how to assess the tax 

Q 6! —No One thing is very certain that if total nrobibition by law 
IS introduced in the Punjab, it will exist on paper only at aoy rate in the Sikh 
tracts Illicit distillation in such tracts is extremely great, and i^ I consider, 
increasii^ It will be impossible to put it down fur many years The policy 
■of the Punjab Government m excise matters aims at the maximum of income 
and the minimum of consumption This I consider is right 

Q 97 ~~bo far as the Punjab is concerned, my reply is no I was 
Settlement Officer for five years in one of tho poorest districts of the province 
"The causes which affect the prosperity of the cultivator in this province are 

(1) Climvtic variations, as lack of ram Generally speaking water is the 
limiting factor ’ m Punjab agriculture 

{21 Seasonal epidemics, as fever or insect attack 

(3) The general range of prices prevailing 

(4) And Very important, Ibo agriculturists habit of getting into debt on 

marriages, funerals and other ceremonies 

Q IS not true that the land levenue assessment ignores the ability 

to pay, of ifie subject A peiusa] of any assessment report of this pro 
Vince will show that probably to notliing is moie attention paid Nor is it true 
that the assessments lack the element of certainty Punjab as'issments are 
ceneralJy now made for 30 years, so for 50 years the ealtivator knows what he 
has to pay 

I do not agree that the present system leads to moro official tyranny and 
extortion than any other system wa can think of There are of course abuses 
in it, but tho Punjab officials are only too glad to put a stop to such abuses 
when they come to their notice ’ 

As to the time of payment of revenue, it is always most carefully considered 
ac settlements, and the convenience of the cultivator is the first consideration m 
deciding it \ 

Q 102 — Certainly 

? extremely difficnlt, because the produce and the value 

of land m different parts of India vanes so enormously Nor can we be certain 
that tho definitions of (he same tiling are the same m differert provinces I'^inh 
method No S that is, the percentage borne by the land revenue to gross 
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produce 33 the best suggested. But even with the utmost care, I think it wilt 
be extremely difficult to arrive at a correct idea of the comparative incidence- 
of the land revenue in different provinces. So many factors in the matter are- 
matters of opinion and not of absolute fact. 

Q. 109 . — As already said, terminal tax is, at any rate, in the large towns 
replacing octroi : the former is much easier to work as no refunds, are necessary, 
and is generally popular. > 

Q. 111 . — I think, tolls are justified on roads the maintenance of which, 
is very expensive, as in the Kangra District of this, province. Not otherwise. 

Q. 116. — 1 have already said that my experience of the profession tax, 
imposed by various District Boards in my Division, has so far been very unsatis- 
factory. 

Q. 120. (iv). — am not sufficiently a financier to criticise Sir Ganga 
Ram’s proposals from the financial aspect. I observe that he criticised Settle- 
ment Officers for not suggesting the improvement of lands. I think most Settle- 
ment Offijcers do what they can in the matter. Apparently Sir Ganga Ram saidi 
that the value of the produce can be definitely increased subject to certain limi- 
tations. I regard ’this as an absurd over-statement. I can point out tracts in- 
this province, with which I am well acquainted, to which, owing to the nature 
of the country, it is impossible to extend canal irrigation, and well irrigation is- 
impracticable, either because wells are extremely deep or contain bitter water. 

I observe that Sir Ganga Ram ’said that the present system of land revenue- 
was an impediment in the way of scientific agriculture. I do not think there ia 
much force in this contention : thus, land irrigated by weUs generally pays rnore- 
land revenue than does unirrigated land. The construction of a well is certainly 
a step in the development of scientific agriculture. I find that between 1890 and 
1923 the number of pucca masonry wells in this province increased by over 
45,000. 

While on*the question of wells I refer again to question No. 15. In most of the 
districts in my Division, such irrigation as is practised is done by wells, which- 
are expensive to work. I can see no possible reason why those cultivators, who- 
get canal water from Government, should not pay for that water something like 
what it costs the hard working well cultivator to draw his water from the 
ground and ^ut it on the land. My own experience has shown me how the 
cost of canal and well cultivation differs. For six years I irrigated my com- 
pound and garden with canal water, and paid less than Rs. 20 twice a year to 
Government for the use of water. I now irrigate about the same area in another 
place with well water, and have to pay Rs. 50 per month for its use. 

Apparently Sir Ganga Ram, in talking about assessment of land revenue, 
merely referred to irrigated land. The latest published land revenue report of 
the Punjab for the year ending on the 30th of September, 1923, says that there- 
was In the province then nearly five million acres of well irrigated land, nearly 
nine million acres of canal irrigated land and over fourteen million acres of 
purely rain-fed land. On such land of course no water rates are assessed. I do- 
not agree with Sir Ganga Ram that the land revenue is most unpopular. It is 
in accordance with the traditions of India and, if worked sympathetically, is 
generally collected without difficulty. 

Finally he appears to regard new settlements as always involving an increase 
of land revenue. This, though general, is far from universal. In the district I 
settled, my assessment in more than one assessment circle was lower than its 
predecessor, and in others I merely continued the assessment I found in force. 

I note that Sir Ganga Ram said that the income of the present proprietors, ■ 
who till with their o-^vn hands, should be exempted. At least half the land in 
the Punjab is cultivated by its proprietors, so this proposal would involve an 
enormous loss of land revenue. 

Q. IGS. — ^No, so far as the Punjab is concerned. The lowest member 
of the land revenue staff is the village revenue accountant or Patwari, and ho is 
the maid-of-all-work of the administration. Apart from his ordinary recurring 
land revenue duties, he at intervals counts the cattle, counts the people, helps , 
in elections, makes plans of tlie sites for criminal cases and does all sorts of 
.-nisrellaneous work. 
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Kr.Townserd tLve oral evidence as ttUows 


1 ht Prtudent Q — TowTisend, joa are now tbe Commissioner cf 
Jallundur Division’ 

d — Officiating, Sir 

0— You bave also been Director of Agneutture, and Director of Civil SuppUcs’ 

A— \es m addition I was a Settlement Officer also for some years I only 
did one settlement, but I do not think there is any other officer m the province- 
now Mho has done more than one settlement, certainly not more than two 

Q —Regarding your replies to our question I'O 1, I may say that we have 
been relieved to a very great extent by the appointment of another Committee 
You refer to your evpcnence of linrachi, and compare those estimates with the- 
estimates of the wheat crop of this province Did your experience confirm whal 
-we have been told that the official estimates tend to pessimism’ 

A — ^\es they are generally on the low side 

Dr Hydtr Q — In the case of a Government commercial or semi'Commercial 
undertaking, should the endeavour be to secure a commercial return’ 

A— Yes. 


Q — How will this v.ork out m the cise of water rates’ Suppose the State- 
gives a certain amount of capital, you estimate the water rates und take into- 

accouQt the interest on capital and the mamteoance of the canal Would yoii 

charge over and above that’ 

A -^-Yes, certainly It is possible for Government to find the commercial 
value of canal water by oompanag the cost of its canal with the cost of putting 
dov,n wells, which are much more expensive than canals From this GovernmeA 
could get an idea of the commercial value of the water it sells 1 think it is 
only just to the taxpayer, and particularly to those who do not get the benefit 
of canal irrigation tl at these people who get State irrigation should pay a 
reasonable amount for the canals YUis would be Iba lower lin it The upper 
limit Mould be the cost of well irrigation but I Mould not go as high aa 

that I would like to diieot your attention to my note p 94 There I talk 

about water rates and have given a comparison with well irrigation 

The Ptendent Q —The only point which suggests itself to me is whether 
cultivation under vs ell irrigation is not generally more intensive’ 


A — ^Very often but not always In my present division there is a lot of 
well irrigation for gram, wheat and sugarcane People certainly use wells for 
gardening, but large amounts of well irrigated land are used for the purpose* 
of cotton growing and cotton is not grown largely in intensive agriculture 
Generally a well irrigator uses his water much more economically than a canal 
vttigaloi: The rule of the Irrigation Department is that vvhen a cultivator 
irrigates his field, be should use the water very carefully and economically 
But this rule is much more honoured jn the breach than in the observance 

Sir Percy Thompson Q—Yon say tliat the charge for water is reasonable 
Is that the only charge you levy? 

A —'We levy land revenue m addition We charge land revenue irrespective 
of the supply of waier, and in addition we chaige for water in the <^sa o^- 
canal irrigated lands • • 

^Vould you cJiarge land revenue on the unirrigatcd value of the land 


■1 —Yes, I do not think it matters very much at present what you rail it 
and Mliat imount jou take from the irrigator he ts concerned only Mjth th^ 
total amount he has to pay ^ 


Q — ^You charge water rate plus the land reienue’ 
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Q. — ^What is the reason for the agitation against any increase in these rates? 

— I should think political discontent, largely, and the fact that nobody 
"*likes to pay more to Government than he has been doing, whatever the amount 
that pure theory shows that he can be\ called upon to pay. I would not say 
that we should take a full commercial return : I would not go as high as that. 
The i'eason is this. This province has done very well during the war, and 
you have also to consider that the people got their colony lands on very generous 
-terms in the first instance ; so it would be unreasonable to charge now a full 
commercial profit. But there is no doubt that in fairness to the people of the 
^mirrigated tracts the rates should be higher than they are at present. 

The President. Q. — On salt I would ask you one question. You say there 
is a good deal of profiteering? 

, A. — ^Yes, there was a good deal of profiteering during the War. 

Q. — Is it continuing? 

5 

A. — I have been asking many people and they say there is a lot of salt 

.available now. There is no profiteering now. There was, but it is not now. 

Q. — There is no middleman’s profit? 

A. — Only the usual trade profits. Anybody who likes can order salt as he 

likes. There is no monopoly in salt : when a man finds that his neighbour is 

making too much profit on salt, he will order salt himself. 

Q. — He must have enough capital to buy at least two waggon loads? 

A.— Yes. 

Q . — You know the price? 

A. — When I was Director of Civil Supplies, the iax was Es. 1-4 per maund 
and the price at the salt mines was Es. 1-5-9. It is not expensive, and there 
is no profiteering now. 

Q . — Have you any idea vhat the profit will amount to? Will it go to 200 
or 300 per cent? 

A. — It might : I cannot say. If you lilie I can tell you afterwards; I cannot 
tell you off-hand. 

Q . — I have in mind Sir Ganga Eam’s plan of selling salt at a uniform 
price? There is no need for such a scheiue in this pail of the province? 

Ai — No, there is no grievance about salt here. 

Q. — Under question No. 40 speaking of income-tax, you say, that the owner of 
a piece of land, however small, has to pay his share of land revenue, though 
it is true that in calculating it the fact that holdings are small is always taken 
into consideration. Do. you mean by it, that you graduate land revenue by 
giving partial exemption to the small holder? 

A. — ^It comes to that in effect. In theory we are supposed to take half the not 
assets. You have to work out what the full net assets are ; in theory Government 
'is entitled to take half of this. If the holdings are small, Government will 
take less, as small holders have less to spare than owners of large holdings. 

Dr. Paranj-pye. Q. — ^Don’t you charge so much per acre? 

.4. — A Settlement Officer first rvorks out what the total assessment of each 
circle should be in theory : this amount is then cut down in accordance ^Yith the 
agricultural conditions in each circle. 

Q, Suppose a man has got 20 acres, another man has 5 acres, will you 

charge one-fourth of the land revenue to the second man or rather less than 
that? 

You will charge the same land rovouue in both the cases, if the lands 

lie in one village. 

<?.— So a man having a largo holding is better off? 

A —Generally speaking wo get all small holdings in one circle and all big 
■holdings in another. To explain. You may get two adjoining circles, the half 
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net assets of esch happens to be Uie same jou assess one, with reasonably 
sized holdings, at a lakh of rupees, but on the second, where the holdings are 
small, the assessment imposed is only Rs 75000 

P— I Mas considering not different circles, but holdings m the same circle 

-I —We allow the people to decide for themselves how they will have tne 
land revenue assessed on tlie village as a whole and apportioned inside the 
vilhge Jlore than half the Punjab is cultivated bv small proprietors We 
assess the village the people say how they wish the amount assessed to be 
divided inside the village Say the total assessment on a village is Rs 2 000 and 
half the land is irugated and half is non irrigated The villagers are asked 
whether they would like all their land whether irrigated or umrngated, to 
ha assessed at the same rate if they do we comply with their wishes We 
divide the total amount assessed on the village, and then assess each individual 
proprietor But the villagers may say that people with irrigated lands shou.d 
pay double the rate per acre paid by the people with umrngated lands Hero 
again their wishes are complied with Generally speaking, howevc* in iis 
Punjab people with small holdings pay less per acre land revenue than people 
with similar land but lart.er holdings 

TAe President Q — This is a complete revelation to me I thought that 
)Ou first begin with the soil and afterwards taking the aggregated statistics 
of the circle, you build up field after field until you get to the total village’ 

A —What I mean is this A Settlement Otficcr works out the aseessment 
of each circle If possible he maintains the circles of the previous settlement 
The district or tahsil is divided into assessment arcles, and then the half net 
assets of each circle are worked out, 

Q— How can yo'u viork that out eacept by assessment of the fields of the 
circles ’ 

1 —Wo have of course, to work up from (he agricultural statistics of alt 
the fields »i each circle 

Sir Percy Thompson Q —Do you mean this A circle consists of two 
thousand acres which contains a certain quality of land, and for this two thousand 
acres, tho total sum to be paid is so much when you get the whole of it, you 
do not care for the rest ’ 

A —That IS quite so 

The President Way I take another point Iiou say you send up circle by 
circle to Government’ 

A —Yes, each circl » is dealt with separately '' 

Q — Docs the Government pass orders on each circle’ 

i — Coicrnmcnt pass orders on (ho whole lot by tahsils or suh-collectomtcs 
Hach tabsil may contain three or four assessment circles 

Q — You don't wait for the whole district to be finished! 

J —No. Sir 

<3— Through what channel doos this pass to Government* 

1 —We had a Sclllcmcnt Commissioner Uiat official has now been abolished 
I* used to pass through the Sctllrmenl Commissioner, Commissioner linanciat 
Commissioner and then to Government Now it goes to tho Commissioner and 
iinancial Commissiouer only Tho latter issues iho orders of Government 

Dr Paranjpye Q— Docs it go to the Deputy Commissioner or the Com 
mmioner’ 


I —It goes to tho Commissioner who generally adds a short criticism on 
projicsals, inaiuly from tho political point of view 


the 


rA« PrtttJtnl Q— You say Government approves tho general asscssmeut’ 
A cs, Govenimcnl is liio final autbonty 
^•“Don't you classify the soil* 


Q. ^Wliafc is the reason for the agitation against any increase in these rates? 

A. — I should think political discontent, largely, and the fact that nobody 
dikes to pay more to Government than he has been doing, whatever the amount 
•that pure theory shows that he can be. called upon to pay. I would not say 
•that wo should take a full commercial return : I would not go as high as that. 
The reason is this. This province has done very well during the war, and 
you have also to consider that the people got their colony lands on very generous 
-terms in the first instance : so it would be unreasonable to charge now a full 
comniercial profit. But there is no doubt that in fairness to the people of the 
•■unirrigated tracts the rates should be higher than they are at present. 

TAe President. Q. — On salt I would ask you one question. You say there 
is a good deal of profiteering? 

,-l. — Yes, there was a good deal of j.rofiteering during the War. 

Q. — Is it continuing? 

— I have been asking many people and they say there is a lot of salt 

.available now. There is no profiteering now. There was, but it is not now. 

Q - — There is no middleman’s profit? 

^l. — Only the usual trade profits. Anybody who likes can order, salt as he 

likes. There is no monopoly in salt : when a n>an finds that his neighbour is 

making too much profit on salt, he will order salt himself. 

Q . — He must have enough capital to buy at least two waggon loads? 

A.— Yes. 

Q . — You know the price? 

A. — When I was Director of Civil Supplies, the tax was Rs. 1-4 per maund 
and the price at the salt mines was Rs. 1-5-9. It is not expensive, and there 
is no profiteering now. 

Q . — Have you any idea what the profit will amount to? Will it go to 200 
or 300 per cent? 

A. — It might ; I cannot say. If you like I can tell you afterwards; I cannot 
tell you off-hand, 

Q. — I have in mind Sir Ganga Ram’s plan of selling salt at a unifoi’m 
price? There is no need for such a scheme in this pait of the province? 

Aj — N o, there is no grievance about salt here. 

Q. — ^Under question No. 40 speaking of income-tax, you say, that the owner of 
..a piece of land, however small, has to pay his share of land revenue, though 
it is true that in calculating it the fact that holdings are small is always taken 
into consideration. Do. you mean by it, that you graduate land revenue by 
giving partial exemption to the small holder? 

A. — It comes to that in effect. In theory we are supposed to take half the net 
assets. You have to work out what the full net assets are : in theory Government 
'is entitled to take half of this. If the holdings are small. Government will 
take less, as small holders have less to spare than owners of large holdings. 

Dr. Paranjfije. Q. — ^Don’t you charge so much per acre? 

. 4 . — Settlement Officer first works out what the total assessment of each 
circle should be in theory : this amount is then cut down in accordance with the 
agricultural conditions in each circle. 

Q, Suppose a man has got 20 acres, another man has 5 acres, will you 

charge one-fourth' of the land revenue to the second man or rather less than 
that ? 

4 . ^You will charge the same land revenue in both the cases, if the lands 

lie in one village. 

So a man having a large holding is better off? 

A.— Generally speaking we get all small holdings in. one circle and all big 
■holdings in another. To explain. You may get two adjoining circles, the halt 
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net assele of each happens to be the same you assess one, «ith reasonably 
sized holdings, at a lahh of rnpees, but on thesecond, where the holdings are 
small, the assessment imposed is only Hs 75 (XW 

Q—I was considering not difleicnt cirdea, but holdings in the same circle 


4 _We allow the people to decide for themselves how they will h^e tne 
land revenue assessed on the village as a whole and apportioned inside the 
village More than half the Punjab is cultivafcd bv small proprietors We 
assess the village the people say how they wish the amount assessed to be 
divided inside the village Say the total assessment on a village is Rs 2,000 and 
half the land is irrigated and half is non irrigated The villagers are asked 
whether they would like all then land whether irrigated or umrngated, to 
be assessed at the same rate iS they do we comply with their wishes We 
divide the lota) amount assessed on the village, and then assess each individual 
proprietor But the villagers may say that people with irrigated lands shon-J 
pay double the rate per acre paid by the people with umrngated lands Here 
again their wishes are complied with Generally speaking howei'O", m ^ho 
Punjab people with small holdings pay less per acre land revenue than people 
with similar land hut larger holdings 


The President Q — This is a complete revelation to me I thought that 
you first hegm with the soil and afterwards taking the aggregated statistics 
of the cir<jle, you build up field after field until you get to the total village’ 

A — What I mean is this A Settlement Officer works out the assessment 
of each circle If possible he maintains the circles of th© previous settlement 
The district or tahsil is divided into assessment circles, and then the half net 
assets of each circle are worked out 


Q — How can you work that out eicept hv assessment of the fields of the 
circles ’ 

A —We have of course, to work up from the agricultural statistics of all 
the fields m each circle 

Sir Percy Thompson <?— Do you mean Ibis A circle consists of two 
thousand acres which contains a certain quality of land, and for this two thousand 
acres, the total sum to be paid is so much, when you get the whole of it, you 
do not care for the rest’ 

.1 —That IS quite so 

The President Q—May I take another point You say you send up circle by 
circle to Government’ 


A “Yes, each circle is dealt with separately ^ 

Q — Does the Government pass orders on each circle’ 

4 —Government pass orders on the vvholo lot by tahsils or sub collectorates 
Each tahsil may contain three or four assessment circles 


Q —You don't wait for the whole district to be finished ’ 

A — No, Sir ' 

Q— Through what channel does this pass to Government* 


T* ^ “i'X® * Seltlement Commissioner that official has now been abolished 

Iv used to pass through the Settlement Commissioner Commissioner, Pmancial 
Lommissioner and then to Government Now it goes to the Commissioner and 
financial Commissioner only The latter issues the orders of Government 

0— Does it go to the Deputy Commissioner or the Com 




The PrfstJent Q—You say Government approves the general assessment’ 
^ Government is the final authonty 

C— Don't >oo classify Ih© sojJ» 


G 
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-‘1- — In the district I settled, the only division of ^oils made was into irrigated 
and unirrigated, well-irrigated land being shown separately from canal-irrigated 
land. No other division was necessary. 

(h-— Don't you distinguish between clay, sand, etc. ? 

‘•'I*“In many districts it is done. The reason I did not do it is becaus# 
my soils wore, in the main, homogeneous. 

Q. — ^You ; irrive at your half net assets upon proved factors? 

.1. — Yes : but some of the factors are not quite proven. Absolute certainty 
is unattainable in them. Tliey must remain a matter of opinion. 

Q. — Tlien Govonimont may say that though yon have fi.ved your assessment 
at Ks. 1,50,000, they will reduce it to Rs. 1,10,000. How do you correct all your 
calculations of factors? 

.1. — Utiti! wo receive tlie orders of the Government, wo do not divide the 
assessment on the different holdings. If Government says, assess at 90 per 
cent of half the net assets, it can be done at once. 

Q . — You don’t try to make fresh calculations? 

.'1. — No. If Government says that they do not approve the half net assets 
of a Settlement Officer it is immaterial to him. TJie figures are there. He'' 
•carries out Govern nent's orders. In the Hissar district which I settled, I 
found that .some laroni lands were paying a larger proportion of their half 
net assets than, were canal-irrigated lands. In one a.ssessment circle of a poor 
tahsil, Government, in my assessment, reduced the previously e.visting assess- 
ment: even so it took 92 per cent of the half 'net assets. I had to fight to get 
the previous assessment reduced. In a neighbouring circle 90 per cent of the 
half net assets were taken. In another, Government took 91 per cent; while in 
a neighbouring circle which had no irrigation but better soil, they took 80 per 
cent. In a canal cii-clc wo only took 61 per cent of tli.e lialf net assets. 

Q. — Have you been governed by arbitrary orders regarding the amount of 
increase which could be taken? 

A The Government of India used to issue arbitrary orders as to the 

percentages which sliould be taken. This made the wljole calculation absurd 
sometimes. 

Dr. H>/der. Q. — But these percentage figures relate to half net assets? We 
have been told by the Government that they took only 50 per cent. 

A. — I am talking of an assessment made in 1909. I believe Government does 
not now, as a rule, take much more than peidiaps 66 per cent or even less of half 
"the net assets. The assessments of the Punjab Government are very much less 
than those taken in other provinces. In the United Provinces they take, I 
believe, a much larger proportion of the half net assets than we do here. I 
find in Lahore and its neighbourhood the assessment is very low, it is about 
25 per cent of half the net assets. 

The Maharajadhirajri Bahadur of Bxirdivan. Q. — What is the reason for it? 

A. — I should think largely political reasons. Also the previous assessments 
were probably very low, and it was impossible to raise them too much at once. 

Dr. Hyder. Q. — 12^ per cent of the net assets? 

A . — Instead of taking 50 per cent of the half net assets, 25 per cent of them. 

Q. — Supposing you have got a tract of the country where the rent is Rs. 18 
per acre and you have a similar tract rvith equally good soil held by peasant 
proprietors, would you use the figure of Rs. 18 an acre in working out the half 
vet assets ? 

A. — No, you would not assess the peasant proprietors to the same figure as 
you would in the case of rent receiving landlords. 

Q . — Then your Rs. 18 is a rack-rent? 

A. — In the case of sugarcane Rs. 18 is not an excessive rent. The rents the 
Settlemeirt Officer works on are fair rents, neither rack-rents nor unduly low rents. 

Q. — ^You distinguish between rack-rents and fair rents? 

A. — Yes. ' 

Q— You do not take rack-rents as fair rents? 

A. — No. 



99 


The MdkaTQjadhtTQja liahodur of Burdican Q — In India a lackrent means 
an extortionate rent 

^ —We exclude such rents Thera was one case of which I have made 
special mention where I excluded such rents I will read an extract from the 
Settlement Report of Hissar district which I settled ‘ Among the former 
class, that is, rents excluded by me from my calculations, were rents generally 
occurring in baiachara villages, of land held by relations dependants, priests, 
or by old tenants who were only paying customary rents In the latter, I 
excluded from Statement XIV m accordance with the Financial Commissioner a 
recent orders on the subject all rents paid by mortgagers to mortgagees, but 
not, as such, rents paid bv tenants at will to mortgagees all unduly high rents 
as those paid by main and market gardeners who hold land on very high rents 
near Hansi and Hissar towns — nothing like such lents could be obtained for 
canal land outside these towns— and very high rack rents paid in one canal 
village In the Hissar tahsil an e* Indian officer, a Jat owns nearly all the 
village in question He takes veiy high rents, 16 rupees an acre on canal 
land — and the tenants are all in bis debt, and very depressed 

Q —Would you exclude a perfectly voluntary contract between the landlord 
and the tenant under which the landlord agrees to taXe Rs 20 an acre’ 

A — I would not exclude any rent merely because it is Rs 20 an acre 
If it was the common rate, I would certainjy not exclude it The rent of 
Rs 20 would be taken into consideration as well as those of Rs 15 the average 
would work out perhaps at Rs 16 I would not exclude a rent if the cir 
cumstances justified it If a new tenant comes in aoluntarily and pa^s a 
rent willingly, the rent would be included \Ve do not call such a reut a 
rack rent 

Q —Rack renting is not a term of opprobrium lo England at all It is a 
direct charge of the full annual value 

The Prmdtnt Q — Can you tell us why Government have not abandoned 
the policy of charging for improvements’ Why should they not give the peasants 
full benefit of the improvements made by them ’ 

A •^The principal agricultural improvement in the Punjab is the construction 
of a well for irrigation purposes l^d irrigated by new wells is exempted for 
some years after their construction from paying the assessment usual to well 
lands For the years of exemption such lands pay the assessment payable on 
unirngated lands And in the Hissar district which I settled, there were not 
many wells, and, to encourage their construction no additional assessment at all 
was put on well irrigated lands 

Q — You say agricultural wells have increased by many thousands m the 
Punjab of recent years’ 

A —Yes 

Q — Have you examined Sir Ganga Rams proposal for a produce tax and 
the redemption of land revenue’ 

A — Of the latter I do not know much But it was tried for a short time 
m Northern India, under the orders of Sir Charles Wood, when Secretary of 
State m 1861 The Government of India published a resolution in that year 
on this subject In Hissar a veryijsmall amount of land revenue was redeemed 
under that resolution but the experiment did not go far The Government 
lost a good deal of money by this 

Q —Have you formed any opinion on the proposal tor a produce tax ’ 

A — I am not quite sure what it is 

Q— If you put a small tax on everything which goes to the railway station 
you would get an equal amount of land levcnue without affectine what was 
needed for subsistence 


^ — I think the proposal will involve many difficulties when examined in 
tail, tlmugh that I have not yet done But one immediately suggests itself 
/I, T "P •’? I""*'™ How ylf Eome to 

o? K 

Q —What about the canal areas ’ 

^ — There it may perhaps be possible. 


y 



Q . — As to the time of payment of revenue, you say it is always most 
carefully considered at settlements, and the convenience of the < cultivator is 
the first consideration in deciding it. Have you any /ast falling at the end of 
the financial year? 

A. — No. In this province the hharif land revenue is payable in December 
and January, and the rahi revenue is payable in June. I do not think any^ 
kist falls at the end of the financial year. 

(^. — ^With regard to the question of arriving at the comparative incidence 
of the land revenue, you have suggested a comparison of the percentage borne- 
by land revenue to gross produce. Can you give us the percentage for this 
province ? 

A. — ^Much of the rented land pays rent in kind. If it is a cash rent, it 
could be done. Where rent is paid as batai, it would be more difficult. 

Q. — ^W’e find great difficulty in comparing the incidence of land revenue for 
different provinces. If we get the incidence on rental value, that might help us. 
Would it involve any great work to compile it? 

A. — I thinli it could be done. Enough material exists in assessment reports. 

I think two or three experienced Deputy Collectors could do it if given sufficient 
time. 

Q. — ^Would it be very expensive? 

A. — Of course it would cost something, but I think it would be worth it. 

Q . — ^You cannot suggest any better way? 

^ A. — ^No, Sir. 

Q.— You say illicit distillation in Sikh tracts is exceedingly great and is 
increasing. You also say that it will be impo'ssible to put it down for many 
years. We have seen the Excise Eepoits for over 20 years and we find the same 
story repeated again and again. Is there any hope of getting rid of it? 

A. — Not under the present system of Government, because the Council declines 
to sanction any increase in the number of liquor shops. The Sikhs in this pro- 
vince are but badly educated, and they are the pi’incipal people who are addicted 
to drink. If they do not get licit liquor they get illicit liquor. Every Sikh 
village in the Central Punjab resorts to illicit distillation. It is getting better 
now, but until the number of shops is increased, the situation cannot be much 
improved. 

Q. — What is the effect of this on the country-side ? Does illicit drinking 
lead’ to lawlessness ? 

A. — ^Yes, it is very great. It leads to grave disorders, murder and outrages, 
of every kind. It is a crying evil. 

Q . — Is it correct that a man has to go 15 miles to get licit drink? 

A. — It may be so. 

Q. — Would you recommend a strong independent staff? 

Sf 

A. — Certainly. We have a special Excise staff, but it should be very largely 
increased, and moreover petty restrictions should not be imposed on the licensees. 
Another great difficulty arises from the large number of Indian States in the 
province, because often the would-be drinker need only go some 2 or 3 miles to- 
an Indian State, and drink as much as he wants at much less expense than would 
be possible in the Punjab. 

Q. — ^You say octroi is unpopular, have you not got any means of getting 
I rid of it? i 

A. — I don’t think that in_ the present state of the Punjab it is possible to 
substitute any tax for octroi, but terminal tax is gradually being substituted 
for octroi in many places. It seems to be more popular than octroi. My own 
impression is that the collection of terminal tax is much easier than of octroi- 
people, generally speaking, do not like direct taxation. 

Q. — ^Would you like terminal tax to be le-ded by District Boards? 
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4 No There ^ould be a clash all over the place between the Municipalities 

and the District Boards How are yon going to make the District Boards levy 
the terminal tax’ 

Q — At the railway stations 

A — I do not think it is possible 

Q — The Railway Company will collect the tax for the District Boards ’ 

A — Possibly 

<2 — If you attempt to introduce house tax or profession tax, will it lead to 
riots’ 

4 — Not riots but it will lead to grave discontent Most of the munici 
palities are now inefficientlv controlled If miuiicipahties wanted to introduce 
these taxes it would mean that tbev had at any rate some section of public 
opinion behind them m the matter In all municipalities m my Division except 
m one there are non official Presidents It uould be impossible for a mum 
cipality to give effect to these measures without a strong majority behind it 
At present no mumciQiility in my Division would have such a majority 

Q — Is it not( a fact that the present effect of your taxation is that octroi 
■chaukidan, haisiyat, etc , all hit the poor man, whereas the rich men owning 
several houses are left untaxed ’ 

A —I think so 

There is no remedy for it’ 

A — I am afraid not, in the present state of public opinion in the Punjab 
it IS not yet sufficiently advanced 

Q — ^Would 1 ^ be impossible to enforce such’taxation by a section in the Act’ 

A —Hardly The average municipality, as at present constituted, would 
find it very difficult to give effect to the measure Most of the members are 
house ovmers themselves Moreover it is the desue of Government not to 
interfere too much with local bodies and to allow them to develop on their 
own lines 

C— From what you say it appears that tbe poor man cannot raise his voice’ 

4— Yes 

Q — Government say in the District Board Act that a road cess must be 
imposed You would not approve a similar injunction as regards any tax in 
municipalities ’ 

A — I do not think so If you put a provision in the law that a municipality 
should levy house tax, I think there would be trouble 

Q — Although the house property in towns escapes in many cases house tax 
and other taxes’ 

4 — ^Yes Of course it is very unfair 

Q — Can you give us an idea of the cost <f collection of land revenue’ 

A — Not off hand but I think it could be worked out 

Q — ^Do you consider one fourth of hir time is spent on tbe collection of 
land revenue by a tabsildar’ 

1 — About that 

Q — ^\Vhat about patwaiis’ How much time do they spend on the collection 
of land revenue’ If you did not collect land revenue, would you require 
patvvaris? 

4 — 4. patvvari spends but little of his time in tbe collection of land revenue 
Even if you had permanent setllcment jou would still require patwans They 
are responsible for tlie proper mamtenance of the extremely important record 
•of rights of each village, which shows the rights of every land owner and 
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occupancy tenant hi tho village. It i.s the peasant’s sheet anchor in disputes 
as to land, which are o.vtremcly cormnon, and must be maintained. 

Q ' — I think the patwavi docs some work with regard to crop reports? 

-!• — they do much useful work other than mere land revenue collection. 

Q - — What i.s the actual work the patwari docs with regard to the collection 
of land revenue? 

. -!• Ho only, at tho time of payment of each instalment of land revenue, 
gives tho lambardars, or headmen} of each village lists showing tho amount 
of land revenue jiayablo from each land owner. On canal lands the Irrigation 
Department have their own patwaris. 

<?. — Is there need lor the two? 

•d. — 'I'lio e.vperirnent of amalgamating tho two in tho Western Jumna Canal 
in the Ambala Division is now being tried. I do not know how far it has 
succeeded. The revenue patwari works with the Collector, and tho canal patwari 
works with the Canal Engineer. 

C>.— Have you considered tho possibility of having a tax on tho unimproved 
capital value of the land as in Now Zealand? 

*1. — I do not think it would be possible. We know the value of the land 
from tho statistical return of .sales, of conr.so the sale price of land is one of 
the many factors taken into consideration at framing new assessments. It is a 
very important factor. 

Q - — Would it ho simpler to take one per cent of the value of the land 
instead of a proportion of tho net a£.sots, which involves prolonged calculation 
at cacli .settlement? Suppose Government fi.xed a uniform rate of one per cent 
of tile capital value? 

d . — I would hesitate to reply to this question off-hand. 

Q . — ^Would it not simplify tho process of settlement if you could have fixed 
land revenue on a percentage of the capital value? 

.d. — If you could get a reliable valuation it would certainly simplify matters : 
but I do not think you could work on it alone. 

Sir Percy Thompson. Q. — Could you tell me if this definition approximately 
corresponds to your conception of the net assets; if not, in what respects it 
differs ? 

“ The annual value shall bo understood to be : (1) tho amount of the rent 
by the year at which they are let, if they are let at rack-rent, and the amount 
of that rent has been fixed by agreement commencing with the period of seven 
years preceding the fifth day of April next before the time of making the 
assessment; or (2) if they are not let at a rack-rent so fixed then the rack-rent 
at which they are worth to be let by the year.” 

/I. — ^Please see the in.slructions on the subject in the Punjab Settlement 
Manual. They are as follows ; — “ The net assets of an estate or a group of 
estates means the estimated average annual surplus .produce of each estate or ‘ 
group of estates remaining after deduction of the ordinary expenses of 
cultivation”, and so on. We ascertain the expenses of cultivation mainly from 
rents. If the man gets a rent of one rupee an acre and the tenant who 
cultivates the land is able to live on the balance produced by the land, in 
theory Government is entitled to As. 8 or half of the landholder’s rent. As a 
rule we do not go into elaborate calculations of cost of ploughing, etc., but of 
course they are taken into consideration. 

Dr. Hyder. Q. — ^You have not got many landholders in the Punjab who 
let the land on rent. How are you going to find out the rent for a particular 
piece of land? , 

— .In nearlv every district there are, at any rate, a few landowners who 
let their land on rent ; and these cases, as a rule, give us sufficient data to find" 
out the half net assets. But many other factors than rents are considered in 
deciding what the half net assets of each circle are, though rents are much the- 
most important factors. ' . 



Professor W. H. MYLES, M.A., the University of the Punjab, 
Lahore, was next examined. 


Written memarandJiti Prafesssr Myles. 

1 — The Puniab is essentially in agiicuUural Province Any estimate of 
Its wealth must therefoie he dependent on the accuracy of its agricultural 
statistics It is geneiall> acknowledged that the estimates of aieas sown at© 
on the \yhoIe famy reliable, the final figuies repotted after Girdauarx cor 
respond on the whole so closely with the estimated areas shown in the first 
forecast that the ei^isting method of reporting areas may bo accepted as satis 
factoiy It IS not so with the estimate of outturns The figures of outtuin are 
compiled by the Tahsil Kanungo for each Tabsil, collected by tho S'’dar Kanungo 
for each District, aud forwarded by the latter to the Diiector of Land Records, 
who in Ins tuin tiansmits the totals to the Director of Agriculture, who may 
allei them if he so desires Tlius the basia of outturn figures aio the autici 
pations of not very skilled officers at the Tahsil headquarters who are not 
m touch with the actual cultivators 

These figures may he useful for comparative purposes as the error may be 
preawmed to be more or less constant, but absolutely tho errov maj bo very 
considerable * 

In on article on ‘ Wheat Forecasts m the Punjab Mr Tretaskis, Director of 
Land Records, Punjab, makes the assumption that ‘the actual outturn is between 
the ofilcia’ figures and an amount 33 per cent in excess of that (Tide Agii 
cultural Journal of India, Vol \IX, Part III, May 1924 ) 

This probable erroi here makes any approximation to accuracy impossible, 
foi example, it seems impossible to put the average consumption of food grams 
in the Punjab within a smaller limit than 0 55 seers to 0 7 seers per head 
(c/ Treaaskis, tbid , p 248), and different estimates \ary as widely as 0 50 
seers to 1 0 seeis 

Q S — I agree that such figures as make possible the framing of estimates 
of national incomes for such a country as England are largely lacking in tho 
case of India and that foi the following reasons 

(a) Firstly we have no estate duties and our income tax returns, at least 
until 1 ery recently, are Jess accurate , 

Secondly, India is essentially an agricultural country and the exemption 
from income tax of income derived from agriculture lenders the 
income tax figures less useful for tho framing of such an estimate 
For agricultural incomes one would be thrown back on some arbitrary 
multiple of land revenue, 

(cj Thirdly, a very considerable portion of the national income of India 
IS comprised of incomes below tbo Rs 2 000 level, and so fur as 
these are concerned the income tax returns give no information, 

(d) So far as the classes with fixed mcomeo are concerned the income tax 
returns no doubt give mfonnation that is comparattvely accurate, but 
I very much doubt, if in the case of the trading -vno cninmercial 
classes the accuracy of th® returns is at all comparable with that 
m the case of the English income tax returns It certainly was not 
so until very recently 

Q 4 — Ifnjnoiements m Statistics — A Committee has been considering this 
subject in the Punjab Among their pimcipal recommendations are — (a) Have 
tlie returns of outtuin made by the Patwari, who is more in touch with the people 
than the Tahsil Kanungo, oi at least use the figures supplied by the Patwari 
as a check on. those of the Kanungo It has been recommended that an expeti 
ment should be made on these lines with one or two of the principal crops, 
<• fj , wheat and cotton Patwans will be given post cards with instruriions to 
fill them in by a certain date and despatch to the Sadar Kanungo who will be 
responsible for their transmission direct to tho Director of Land Records with 
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pn'M'iit (onoctfd. Kvcti tin* I*.it,wuri, however, will be more 
e .liliiaU' lllem tliall lo UVer-eiiliimile. 


ini' the li.inie of niiy Pat wort wlio.se retuvna have not been 
feu, n vojiijiari.uii ot the fijfiirct tonipiJed fiam the Patwari’a jw.t-cards iiy 
liie. tor of Hecora:!, with the fieun;; submitted l>v the Sadar Kamiimo, 

Ktve an approx imat ion to the error in the of outlnrmi mi at 

' ■ ■ ‘ inclined to under- 


if>} Th«' method, of cru|i‘Cnf titu esf.erimenta are usually unreliable, and 
U 1. 'nv,'go-ted that an extended tsiil .du»u!d be f;ivon to cropcutline oxueri- 
men! . .1(1 mimetou', but *.mail plotj. 

(i ) I In* pie eut method of itdie. t !«4 nhole'a’e pricei is uniiatisfactoiy. What 
Cl reijuiied ! . not (.'oveiijuieus vat.-., Iiat the m-Jutil fij^urea at whieh the grains 
eh..n,,i'd hand, at the .Maiidi*. (t i,, inommeuded that the moat satisfactory 
nav^ lit obtanuuic a tiu of wholeiab* prices nuuld Ins to decide the prine'ipal 
iitar,a'!-> ot the Provim e for each of the (nore important ciopa, and then solicit 
the .U' d .latu u ot iiuns deaiiuj' jk ihe e Mandi-t to .supjdy tiie (i,^iirea at vvhicit 
busutcci l)ad actually bet'u Iran .acted on a .tiven date, or* the average price 
.or a given period. Pec-(jnaiiy 1 am doubtful if tins voluntaty mctliod will 
til* MU'ce.'.aful. and i liave jccominended in it.i place tlie registration of Miindis, 
.'ttaiiiitg one of the comlitioiis of tegistralion lins liceping and puhlishinjj of a 
'Veckiy jecord of prices, Iti tlib way ilu-re will },e a double advantage — \(i) Oov- 
eriimettl will .secure a (cpoit of the wlndcs.ue price, which it desires; (6) 
D'lhlicity is one of tlie safest chcch.s against speculation. 

Q. tf. — Do Hot con .idor .such legislatinu noce,sary for the Punjab : 

( 1 ) In the Punjab, Government is one of the largest employor.s of both 
manual and clerical labour. Theso stati.stics could be secured without 
IcKisbithm. 


(21 Vlilf (r) above. • 

fj. iS'.— .\ddilions - 

(1) Trovaskis : "Wlieat Forcca.sts in the Punjab”. Agricultural Journal of 
India, Vol. XIX, Pt. UI, May 1924. 

(2) Trovaski.s : “Di.stribntivo Co operation in the Punjab". Agricultural 

Journal of India. 


(3) Fagan. Sir Patrick : ** Agricultural Kent .and Land Rex’cnue (Simla- 
Puujikb Government Brancii Printing Prcs.s, 1921.) 

(4) Fagan, Sir Patrick : "Land Revenue : It.s Origin .and Davolopniont; 
with sjiecial reference to the Punjab”. (Simla-Pimjab Government 
I’rintiug Pre.ss, 1921.) 

1 liavc no hesitation in .saying that the inquiries mentioned are utterly in- 
.idequ.ato to form tljo ba.sis of an estiiuato of tlie incidenco of taxation on, 
different classes. They are neither sidliciently numerous nor sufficiently repre- 
sentative. There are the greatest variations in the 33,000 villages of the I*unjab, 
and until much more .systematic inquiry has beeu made into these, no generalis.a- 
tions of any value can be made. To illustrate this point I may mention that 
the Board of Economic Inquiry, Punjab, agreed to undertake an investigation 
in the Rawalpindi district, and the mcmher-in-charge of that investigation 
reported at once that in that district alone it would be necessary to undertake 
a survey of three 'villages of different types ; (1) a village in the plains ; (2) a 
sub-montane village; and (3) a village in the hills. 

The only process I can suggest is a slow and laborious one. It will involye. 
a verv large number of intensive inquiries of the economics of villages of 
different types. The Board of Economic Inquiry, Punjab, has outlined a ffve 
veiu'S^ proffraniniB of work to make a survey on the lines of a geneial question- 
naire of one village in each of the 29 districts in the Province. The comple- 
tior. of this programme is dependent on the necessary funds being forthcoming; 
and prospects are none^jtoo rosy. At present, thougli the money available is 
noo sufficient 6 such inquiries h.ave been begun in Rawalpindi, Multan, Jullundur, 
Lvallpur, Amritsar and Rohtak districts. If a programme of this nature is 
carried on ’ systematically, then in the space of a generation the data which, 
tile Indian Taxation Committee desires may be beginning to be available. 
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Q 0 — Oae classificnlion to which I retcr with reluctance hut which docs 
Slot m mi opinion iecGi\e the consideration it lequircs is that between tho 
Indian and tlie huropean section of the community e j7 , Rs 2,000 exemption 
from income tax An Luropcan walli Ra 166 per month would dio while hia 
Indian brother would bo coniparatiacly well off Or take tobacco 

Q J3 — IIcio it IS necessary to {lostulate two cases — (n) Where Governmeiil 
performs and also allow nruatc utidcrtakiii(,s to competo, 

(6) Wlicre Go\eriinient performs hut foroids private enterprise to conipote 

In (a) no clement of tax 5 likely to appeal If Government prices ai« 
Inplicr than tl ose of private tntcipnse, {icople will consume the goods turned 
out by tho latter 

(b) If Govviimicnl possesses a monopoly the margin between the cost of pro 
-duction and the price fixed by Govcinincnt may bo very much gioater than 
under competitive conditions without any element of tax appearing Where the 
law of iticicasuig icturn ap])lies rapidly, as for example 111 laihvay and canal 
ciiteipnsLs, tho cost of xuoiiuction may bo veiy much less under monopolistic 
*han under competitive conditions \ price therefore which will give a com 
incrcial letuin — I borrow your phiase — under conijietitivo conditions may give 
much moie under monopoly comhtions, but 1 do not consider that it would 
he correct to say that the oxtia is of the iialuio of a tax It might even 
be that, though Govcrnnicnl fixed tho price which would give the maximum 
monopoly revenue, no element of tax might be present cf working arrange 
meats in the case of railways, shipping imgs, trusts, etc In my opinion th<t 
element of tax would cmcige when Government through the oxoicise of its 
power ot monopoly fixed a price higher (lian that which would have prevailed 
under competitive conditions then the extra would he of tho nature of a tax 

hurthoi, before one can say vvhctlier tho aim should be to secuie (a) a 
bare retiun, (6) a commeicial return, or (c) a mono)>oly profit, it seems neces 
«aiy to pcstulate tho circumstance of lime and place (a) In some circumstances 
It might be sound economic (lohcy to supply the commodity to begin with at 
a price that would not even give a bare return on the capital invested, 
(Citainly at less than would givo a commercial leturn In other words, it 
might be advisable to givi a Imunlv on the consumption of the commodity for 
a certain Ume to familiarise the community with the commodity (c/ quinine) 
In early days of canal irrigation in tho Punjab when the now areas vvero 
practically desert and far from attractive to settlers who had to bo brought 
from other districts, I believe this piinciple figured largely m tho minds of 
the administrators of the period (c/ Trcvaskis Land of tho Five Rivers’ ) 
But though at one stage this policy may bo wise it does not follow that it 
should be continued for ever Once tho community has been familiarised with 
tho commodity the policy of encouraging consumption by the fixation of a 
low price may b® depaited fiom, and a pneo may then bo fixed which will 
gc a long wav to recoup the losses made 111 the early stages Though the 
ultimate aim be to seciiio the maximum monopoly pinfit, when a long vieW 
IS taken it may be wise to sell very cheaply to begin witli 

Q 15 — Whether the charge for water supplied for irrigation is adequate 
or not depends upon whom you ask rf recent Council debates in the Punjab 
My own contention is that in the Punjab even with the recent inciease in 
the lates (Rs 65 lakhs) tlie late charged is much too low 

(a) Although water is supplied by Government and although practically -• 
ironopolv — ( t is impossible in the same aiea for wells to compete with canai 
V ater at its present ratel — what is paid must be tegarded as a price In the 
more developed colony areas nothing approximating to the value of the water 
IS tal en by Government, and — (subject to an important pioviso on page 106) — 
^ 1 eliovi that Government might, with advantage to itself and to the community, 
Jiise its rates very considerably 

(b) The provision of water at very cheap rates is most inequitable to tho 
zvmindar who owing to geoariphiCal circumstances must cultivate by means 
of wells, cf Jullundur district With the Tise of prices that has taken place 
in the last 20 yeais, the cost of water from wells has gone up 2 or 3 times 
In my opinion the zammdar n the well irrigating areas has a legitinicite 
‘ grouse ’ when he sees Ins more foitunate canal irrigating brother getting water 
at little more than the old rates 
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neJod of ^ ^ ^ ‘“kea place and the- 

?o ic through r the Punjab Government has been 

hiuled n ^'^tl-emely difficult to justify the belated and half- 

owin^fn r • '■ ®“Y®™™ent has adopted. We read “In twenty years- 

diminished value of money in proportion to commodities and 
nit PPni ^ “irr ''"o/hing expenses per acre irrigated have risen by 
fenf :n Tin the Western Jumua, by 9 per cent, on the Sirhind, fay 37 per 
rfp p + P®‘’ in the Lower Chenab, and by 59- 

pel cent m the Lo\Yer Jlielum Canal”. In spite of these figures Government 
an sciev its couiage no further than an increase in the rates to yield some- 
1 ( per cent additional. I have already pointed out that the conditions which 
existed when canal irrigation was first introduced were such as to lead to 
t.ie water being sold on particularly advantageous terms. These old rates have- 
now been made more advantageous and this must exercise a considerable 
iniluenco on the zamindar cultivating in the well-irrigating and barani tracts. 


You ask on what, prtncip'es the water rate is fixed'! The principle which- 
prei ailed in the earlier days has been referred to above. In the recent revision 
we have been told that _“a broad principle” has been follow'ed. Subject to one 
{.xceptioii some of the important commercial ci-ops — Government “has abstained’’ 
from prescribing for any crop upon any canal a water rate higher than that 
which has already for some years jiast been paid for that particular crop 
upon some one (or more than one) of the eight canals concerned ”. I should 
i.ave called this the application of a “rule of thumb” method rather than the 
recognition of a “broad principle”. 


It seems to me that when revision of the water rates in the Province was 
taken up, that revision should have been thorough. 


I consider it a mistake that the water rates were not raised at hast by 
enough to cover the increased cost of production — a pr'oduce basis might have- 
been considered (c/. The Teind system in Scotland). 

The problem of water rates is closely bound up with the present political 
siiuation in the Province. Th^ rural community believes, that it is being taxed 
more than its fair share, and one of the most urgent problems facing the- 
Committee is to devise means for getting more effectively at the trading and 
commercial* classes. 'Until this is done my sympathy is with the zamindar. 

I believe the history of direct taxation in India since 1860 to be a confession 
of failure to get at that class. Hence I should I’ecomraend the separation 
of the development services in the Provincial Budget (c/. railway finance in 
the Imperial Budget). I am aware that this is a reversion to more ancient 
ideals of taxation, partuular taxes for particular purposes. Profits- from, say,, 
the sale of water should be utilized for the purposes of further development 
in rural areas. One of our great needs is improvement in the means of com- 
munication ; we are particularly lacking in good roads. 1 should admit, if 
necessary, education and co-operation. Get the idea — the zamindar is to pay more 
but he, and not his town brother, is to get more. If this policy were adopteo, 
there would be less of a howl against an increase of_ the water-rates. If a 
charge car be brought against British financial administration in India, it- 
is -that of under-taxation and under-expenditure for development purposes : 

I have much faith in the Gladstonian principle as applied to England, but it 
is less applicable in the case of India. Start a campaign : “See what we’ve 
given 3 '’ou : we are going to give you more : but you must pay for the time- 
being : to begin ivith we’re going to double the water rate.” 

Q_ Yes, quite right. It would be easier here than in England because- 
it could be done at resettlement. Proportion? Would not recommend lump 
snm; it would be borrowed. 


Whj/ not : — 

(■«)‘make the land revenue half the net assets in practice as in theory;- 

(b) take commutation prices without such a large margin of safety; 

(c) sell wafer at monopoly rates and utilise proceeds for the development 
of rural areas^ {vide separate note). 

O 31.— 1 cannot accept, the statement that indirect taxes should be regarded- 
as voluntary, and as ^uch excluded in estimating the burden on the tax-payer„ 
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The first four quotitions reflect English 18th century opinion as legartls what 
iciistitutea a just sjsleni of taxation — summnnsetl— 

(1) taxes on nocessxrios «cro condemned, closely connected with Subsistence- 
rhocrj of Wages on this jioint A S lent his authority to support 
the prejudices of the time, 

(2) taxes on luxuries wcio xppioxed — when Ivortli and Pitt Ind to m 
ctc.is<} the leienuo tOHarus Ifao end of the 18th century they began 
in this way, « y, carnages, pkasuio hcrscs, cards newspapers, etc 
Only when these failed did they resort to necessaries, and both were 
xpologeM'’ — ^tiie I Vi of necessity, 

{3} diiect assessment of means or incotuo »is criidcii»ied — to this posi 
tion \ S lent his su[|>oit, it would insoho an inquisition more 
mtulciabic tlian an^ lix , 

(4) taxition for juiposes other than roxenue, c y , Irioo ind sumptuary 
puiqioses, was approx ed of 

Die fils four quotations seem to i»io to sum up tlio altitude toxvards taxation 
l> 1 alou the end of the ISth century cf m Uonio under the Ilcpubiic, as in 
\thens, no tax xxas levied upon pcisonal income, but the chief sources of 
levcnue were public estites, fines, tributes, and indirect taxes, ef also Teutonic 
i mes when the levying of a ducct t-ix on a freeman seemed an insult ef 
Montesquieu L iinpot par teto fst plus niturel k U servitude L impot sue Its 
iiuichandises txt plus naturcl a la lil eric pSrccqu il so lapporte dune imnicre 
moms duetto i li personro 

i / Thiel'S and *ho dictum that indirect taxation i« tlio method of the 
1 lost adx.inced ; copies, direct taxation tint of barbarians ef the continuance 
nil the Iiroino fax in piactice by Gladstone m England though theoretically 
ha xxas mo<>t opposed to it 

Alodc n tax theoiy lii^ cliingcd entirely fiom this standpoint and has como- 

0 lecogiiise that mdacct taxation may under certain circumstances be a greiter- 
cuise than ducct taxation 

Obvicusly indirect taxation of necessaries, unless fice substitutes are avail 
cLle, canrui le legUded as xoluntary 

Even 111 tho case of luxuiies or conventionul necessaries I would not go- 
so far as to legaid their as voluntary Ono of Uie essential chai ictcnstics of 
wealth IS ipihopiiation tho root idea of taxation is to aj propnate a share 
of the iioperty oi income of individuals for tho benefit of tho State if taxation 
la unioned upon i luxuiy the individual is faced xxith the disutility of pay 

the tax or the disutility of refiamiiig fiom consumption in the case of 
a quired Iiabits the magnitude of the latter disutility may be greater than 
that of tho foiinei, and he xxill continue to consume It is however, elusive 
to say that tho payment of tho tas is voluntary 

Q JS — I object to the statement, especially tho last portion but imposes 
no ecoroniic Iiuideii I have no objection to the imposition of heavy taxes 
ipon smokeis and drinkeis, but it is futile to say that it imposes no economic 

1 iden Immoderate would imply that tho demand of that class was 
comj aiatively inelastic, leU smoke his 20 cigarettes or drink his six chota 
j egs whethei the price is high or loxv Obviously if the price is high — (as 
I lesult of taxation)— ho will have less left to spend on other things Most 
of us »c‘ m our daily lives as though an increase of wealth were equivalent 
tc in 11 crease of utility (satisfaction of desire) conversely decrements taken 
lx the Slate in the form of taxation inxolve disutility (they thwart the satis 
fiction of other desires) Tlio language of imposes no economic burden is 
scientifically loose 

Q 2i — I should approve of a tax upon entertainments, but I should object 
to It I eing said that it impose i no economic buiden The irore the State takes 
f cm a man tho less he has left Wealth implies utility the dispossession 
of wealth conversely implies disutility {whether that dispossession takes place 
by taxation inlireclly oi directly) 

I would oppose most stiongly a tax on railway tickets My personal cou 
VKtion is that what Indu wants more than perhaps anything else is improve 
ments n the means of communication Yet "wo tax railway materials, motor* 
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•cni-s, potrol, tyres, etc. Is it not rather ludicrous that the in-ice of Atlock 
pctiol in the I unjab is Inghor than the price of good petrol in England? 

«‘’«,eoiisiduniig the problem of incidence, you must 

m v„ , r' falls. The Sikh community would 

hiAO to bo omitted m considering tho tobacco duty. You would never place 

‘V’^ collected on imported whisky on tho 

.lal bikh section or tho coinmumiy in tho Punjab, although they are consumers 
ct lupioi , nor could you apportion any part of the revenue collected from 
iiluuuj cr vh<triii< to tlie Englisli bectiou of tho connimaity. As .■ . : r. 
any section of tho community who by religion or custom arc- ..i. A J.i! 
taUing intoxicants, tlie j roblcm seems to bo not whether they are pro/nljitad, 
imt whether t/ioy otiscn-i! the prnhUntion or not. If a certain section of the 
community do not consume intoxicants they .should bo excluded; if another 
.section doe.s, oven though prohibited by religion or custom, they should be 
included 


<>. »V.— Yes. 

Q. Jci’. — Tiicre is much truth in this great constitutional rule, but it must 
always bo a counsel of peifeclion; cf. in democratic England till recently women 
paid t.i.veh but had not the fraiicliise ; .md Ireland had much more representation 
in the House of Commons than it was entitled to considering tho revenue 
it 2Jaid- 

Q. 2t ). — Indirect every time. ^ 

Q. JO . — I do not consider a poll tax suitable to India under jiresent condi- 
tions. My experience of tho capitation ta.x in Germany is that it was often 
paid by ilio pawning of furniture, etc. In India, the wherewithal would 
often be horrowed, 

Q. JJ . — I consider all the taxes mentioned less objectionable with perhaps 
tlie exception of korosiuo oil — nor even it is preferable though I object to it. 
Tho oye.sight of Indian students is very bad, and one of the reasons is that 
they read with lamps whicfi give quite an inadequate light. 


Q. 33. — No, except in the higher reaches; say, for incomrs over £2,000 per 
annum. Income-tax is still much more unpopular here than it is in England; 

■ anything like tlie wai- rates in England would be impossible here under present 
•conditions; I am all in favour of keeping the rate low under normal conditions, 
and utilising tho tax as a reserve in time of stress. 

Q. 35 . — Most assuredly. On unearned incomes, c.y., those of absentee land- 
lords, I think the rate might be 50 to 100 per cent, higher. 

Q. 3G . — Very difficult in iiractice: hence another reason for keeping the rate 
low. The allowance for children would be particularly difficult; if registration 
were made a condition, it might assist in making our registration figures more 
accurate. Personally I would not recommend. , 

Q_ 3S. — If I wrote as a Punjabi, I should fight the imposition of direct 
taxation on agricultural incomes to the bitter end. I should take my stand — 
i should have good authority behind me — that land revenue is a tax, and 
.louble taxation would be most inequitable. Why not “keep, our ain fish guts. 
I'oi our ain sea-maws ?” What is taken by the Income-tax goes to the Imperial 
Treasury, it is lost to the Province — (unless perhaps it brought with it some 
remission of the Provincial contribution). To suggest that some share of the 
Income-tax receipts should be allotted to Provinces— (c/. Mr. Wilson’s Act of , 
i&6G where 25 per cent of the contributions were so allotted) — would mean, 
that Bengal and Bombay would get much and we in the Punjab would 
get littl.i. 

As an economist, however, I should advocate the removal of the exemption 
mest strongly. I have never been able fully to understand why, when these 
incomes were included in the first Income-tax imposed in India in 1850 _b.r 
■Mr Jan- es Wilson they were ever excluded afterwards. Take Lord Cornwallis ‘ 
statement— (which shall quote). The argument advanced by Mr. Wilson for- 
-»heir inclusion appear to me irrefutable, and are as applicable to-day as tneyt 
were in 1860. This of course is on the assumption that land revenue is a 
-rent not a tax; no manner of doubt in the Punjab. {Vide my answer Co Q. 96.) 
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Whpther such a tax would be txfcditnt is another matter I have to admit 
tl It many of the most experienced admimstiators m the Punjab whom I know 
are opposed to the inclusion of the agriculturists Some who are not opposed 
to it in principle consider that the yield would not be sufficient to counterbalance 
the vexotion that would be caused I fear that we in the Punjab would 
go hut a shoit way towards ' the 16 to 20 ciores of lupees” the forecast 
made in youi question No 39 

I approve of the inclusion as an economist, but I feel strongly that some 
index of income must be adopted m the case of agricultural incomes I think 
it would be criminal to subject the zamindar with only a moderate income 
to inquisitorial proceedings Parmers the world over are notorious for not 
t cepmg aciounts, -and with some experience of the faiming community in 
fecctland m my bojhood, I think it would he no exaggeration to say that, 
inany farmers did not leally know what then income was Perhaps even 
mfie trie of India Hence old rale — ^ rental m England — i rental m Scotland 
la Income Tax Act of 1860 profits m respect of land m the districts subject 
to periodical assessment v\ere taken as being equal to half the rent paid to 
Government, thus alj zamiudars whose payment to Government fell short of 
Its 400 a year were exempt under the Rs 200 limit this of course was 
a'uiost faicical in the Province of Madras 1,800 out of 1,518,187 landholders, 
01 0 1 per cent were liable to assessment If you are going to tax agricultural 
mcomoa, you must m the cases of those around the exemption limit sacrifice 
equality to the shrine of ceitainiy and convenience 

If tl s method is adopted the number who vVould come within the net would 
be easily ascertainable, if, on the other hand, the tax is to be on actual income 
onlv the wildest guess could be made at what would find its way into the 
public treasury of the State, as well as of what would be taken out of the 
pockets of the zanundar, and would never find its way into the public treasury 
of the State It is a bad thing when people pay to get oil 

Q ^0 — (Note to youi note the Inijian exemption limit was Rs 200 

in the Income tax of 1860 ) 

In a country such as India there is a most serious objection to fixing 

ttie limit too low, unless needs must It is bound to result in extortion, 

nOd th-* earliei history ot,. direct taxation shows that extortion was practised 
uii a very large scale at times c/ the challenge of Mr Inglis that for every 
rupee that found its way into (ho public treasmy under the Income tax Act 
of 1870 another found its way into the pockets of the petty officials Np 
aoubt administration has improved since those days, but I should consider 
the matter very seriously before I suggested the lowering of the exemption 
hmit, oxrept perhaps in the case of agricultural incomes in which case I should 
adopt seme criterion of income and not have individual assessment 

At iho same time you must both on economic and political grounds devise 
mine method of tapping the salaried and trading classes with incomes below 
Rs 2 000 per annum For this purpose I believe something of the nature 
uf a L cense Tax would be the most efficient method, but if I remembek 
1 ightly this is a Provincial head A man with Rs ISO per month pays remark 
ubly little in India, and yet he is a man fai removed above poverty 

That there is no such exception in the case of the payer of land revenue 
has in my opinion nothing whatever to do with it The two payments are 
ot an toseiitially different natme, I fail to agiee with Baden Powell that 
land revenue is of the nature of tax Both historically and theoretically, m the 
Punjab at least it is tlie share of the Slate in the surplus produce of the land 
[Vide Settlement Manual, Dome — I shall read a few sentences) The very term 
half the net assets” brings in the idea of a' surplus Land Revenue is certainly 
not a tax on rent, but what economists and administrators have failed to realise 
IS that it may become a tax on wages and profits (agricultural) On the 
*hat cultivation ceases at the margin of profitableness and not 
bexond It,* the surplus emerges whether the lands are held on the large scale 
or on the small If half the surplus is taken when the land is held on the 
large scale, js it not perfectly equitable to take it when held on the small’ 


* See Supplementary Note— next page. 
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-l.f liic-re is an anomaly, then the method of correcting it is — 

Note.. — Q. Ifi . — 


Produce 



Productive Power. 

I consider it unfortunate that sufficient stress has not been laid on the 
tundamentai assumption underlying the present system of land revenue. It is 
that cultivation stops at iV, whore PN is the last profitable dose; i.e., when 
'the amount of produce PN i.c just sufficient to yield normal profits and normal 
wages foi the Nth dose. 

If PN is just sufficient to yield normal remuneration on the nth dose, it 

will similarly afford normal remuneration to the 1st, 2nd (n-l)th. dose. But 

assuming the application of the law of diminishing return in its intensive 
form, previous doses will have yielded more than PiV : the area DONP will 
represent the normal remuneration of, the farmer, and the area ABP is a surplus : 
it is this area ABP that is the “net assets” of land revenue administration. 

Now .when competition prevails in the letting of land for agricultural pur- 
poses, and where the farmers are substantial, there is a tendency for cultiva-. 
tion to be pushed to the point N, and for the rent paid to be based on an 
■estimate of the magnitude of the surplus ABP. Even in the case of substantial; 
farmers, there is often a tendency for them to induce their landlords to invest 
■capital beyond the point N, and the latter as a rule demur knowing full well 
that if cultivation goes on to the point P, there is on the rtA dose not a surplus,, 
but a deficit represented by ST, and if the farmer is to get normal remunera- 
tion for all doses up to the rth, it can only be done by reducing the rent ABP 
by the amount PST. 

~~ {Note ■ By the application of doses from the nth to the rth, the gross pro- 
duce is increased, but the return from each additiona’ dose is less than adequate 
(o give normal remuneration.) 

Now here comes the snag (theoretical) from the standpoint of land revenuey 
administration, and I consider it a pity that economists have not pointed out 
;uore clearly that “there, may he no surjjlus”. We are continually assured by 

ere party in the Council that “there is no surplus”; they ?n ay be right. Or 

lake the following extract from Moreland : — “His payment is fixed in terms of 
the 'Producer’s Surplus at the time of assessment; but very rarely, if ever, 
•amounts to the whole surplus, but ordinarily leaves part of it to the peasant, 
and this part ordinarily increases between assessments. This view is not 
merely true, but fruitful, because it directs attention to one of the most 

important questions in India, the use made by the peasants of their margin. 
Politicians may deny that the margin exists, but it is a fact which has to he 
realised by students of economics.” The statement italicised may be correct, 
cr it mav be wrong. Everything is dependent on the fundamental assumption 
underlying the “net assets” argument that cultivation stops at the last pro- 
liiable dose. Now in a province where peasant proprietorship is the rule; 

nhen the law of primogeniture does, not apply; where many of the holdings 
ii-<; uneconomic from the standpoint of size; that is an assumption which may 
as often be wrong as right. It is not only in India that the tendency is apparent 
•,)f peasant proprietors to go on cultivating their land so long as it gives any 
.avpreciable additional Te.turn to the, labourer (c/. Crofters in Caithness and 
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Sutherland in Scotland) If these peasant proprietors made a fair allowance 
^or interest on their capital and for the wages of their labour, theie would 
lie rothing left oier in the shape of economic rent or “net assets’’ in utliei 
words, if cultivation is pushed to the point E, then the loss m\olved m the 
ipplication of the doses from iV to H, •«, PVW , mav swallow up tlie 
surplus ADP If, on the other hand, the equivalent of the surplus (or i sliare 
it it) las to be paid to .i second pa^'v, that can only bo done the txpense 
of normal wages and profits — le, tie peasant prmirietor will be reduced to a 
iindard uf comfort lowe^ ^an wliat is ii«usl for nis class of labour 

There is the fuither assumption involved m the term ‘ dose’’ — that capital 
ind labour should be combined in proper pioportions In *]ie Tunjab the 
tendency is for that do'-o to be made up of too much labour and too lutle 
-cipital This Is likely to have the result of push ng the applicinuu of labour 
liQvond the point of profitable a* pi cation 

The problem, theiefore, which faces the Taxation Committee is to gel 
-11 the real incidence of the Land Ilevenue What is m theory a rent charge 
I j the State may become a tax on the wages of labour and the profits of 
capital 

On this difficult subject I believe we shall get much valuable information 
frrin tic village survejs conducted by the Board of Economic Inquiry, Punjab 
Obviously cultivation below the margin of profitableness is not a thing vou 
want to encourage, a premium would be pul upon this if >ou exempted from 
laud revenue agricultural incomes below a certain amount The lemedy would 
seem tq^ lie m the encouragement of subsidiary employments (ef Bavaria) 
crigration to less crowded districts, and (more doubtful) legislation against 
undue fiactionisation 

(!' to subject to Income Tax agncultuial incomes over the exemption 
limit, or perhaps to hx the limit lower for the rural district, 

(2) to impose something of the nature of a License Tax on non agri 
cultunsts who do not come wiliim the Income Tax net 

Q 43 — Most assuredly not Two sets of books is a common enough occur 
rence without asking for them Your ''special’’ form of accounts would simply 
be a tiked form foi taxation purposes Much better to get the books themselves 
Q 43 — If income tax rolls were made public records, it might increase 
the revenue It is not at all uncommon, even under present conditions, for 
d n an to declare his income as much bigger than it is paitlj with the idea- 
of improving his sociv. status, but more often when he mav have to borrovy 
from the banks then he tells what be paid in Income Tax, and the bank 
manager may be deluded 

Q 4 ^ — (®) I agree This is largely the view of Adam Smith which m Eng 
land was carried into practice by fiuskisson. Pee] and Gladstone 
(i) If — but it is a big if 

(c) I agree with all except the last line I object to the “no hardship’’; 
cf my answer to ‘ no economic burden’ in question No 23 ' Hardship’’ is not 

a scientific terra, substitute ‘Disutility’’ and the statement is wrong 

Q 50 — ea • it s actually done m a scandalous manner in India «t pre>ent 
A Madrasi colleague of my own, diawing the same pay, smokes Madras whiffs 
sent to him from his village Postage and octroi made up the cost He can smoke 
ai' dav for about Be 1 per month My tobacco costs me Re 1 per day. 
Riaclinble it’s done, but it’s iniqnitons 

It 15 inadvisable m the case of whisky, bad drink is a curs®, good drink 
Is good both for the stomach and the soid of man 

Generally the principle of graduation cannot be applied to indirect taxation 
and IS not recommended 

<2 52 — I agree with the quotation For a particulai pirpose I believe salt 
to be admirably suited 

Special Kote — I believe in some Indian State salt obtained m the process of 
manufacturing saltpetre has to be buried, and police have to be emplojed Co 
see that it is not dug up again In Bhawalpur State, I am told this /s tJie 
case If so, this subject calls for spend inquiry 
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Q. 61. I am glad Ic have Mr. King’s assurance 
that such a policy is not contemplated. For this last 
lias been pointing in that direction. 


a.s a witness 
year or two 


before you 
every thing- 


Q. 63. (a) The aim of taxation should be revenue, not ■ to 

world. 


make a teetotal 


(6) It may be now; it has not always been so. English policy has fluctuated 
I’espect; sometimes to encourage consumption, c/. Methuen Treany of 
1703 and resu ts very satisfactory ; the 18th century was one of the most 
di unken m the history of England; sometimes to raise revenue, c/. supplementarr 
budget speech in 1914 ; and sometimes to check consumption. 

(c) I disagree. 

(d) Will accept the first part. , 

(c) Perhaps true. 

if) I do not understand the quotation. 

Q. 6 !^. — The recent policy in the Punjab admits of much criticism. In places 
ot amusement bars were forbidden. After an uproar the Gaiety Theatre in 
Simla last summer secured the right to sell alcoholic liquors ; the poor fellows 
sweltering the plains who visited a picture house could drink ‘pani’. After a 
game of hockey on the plains alcoholic drinks could not be sold because the 
license duty was so Heavy as to make it impracticable. It is not wise to allow 
the “bara sahibs” in the coolth of Simla to have their peg, and forbid it 
to the man who is sweltering on the plains. 

Q. 67 . — If locally-made imitations of imported liquors are all as bad as the 
ones I have tested, it would be good policy to tax them out of existence. 

Q. 68. — No! I should keep the customs an imperial head, and allow no 
further taxation by local Governments. 

Q. 81. — I fear here. I am up against current Indian opinion, but I consider 
the high duties levied on material necessaries for the extension of the means of 
communication and transport, cf. railway material, motor cars, and their acces- 
sories, peti'ol, etc., a great mistake. One of India’s greatest needs is improve- 
ment in the means of communication. This subject should receive particular 
attention from the Committee. 

Q. 96 . — Define : — 

fax. — ^Will accept Bastable’s definition, as perhaps the best known. 

> Bent. — A differential surplus arising from differences in the cost of pro- 
duction, the difference being due to permoaet-'. natural conditions. 

(a) In the Punjab the Government has never renounced its right to a shpe 
in the land, and still regards- itself as a joint owner in the soil; cf. Punjab 
Settlement Manual, and following quotations therefrom : — 

“The right of the ruler to his share, and the right of the occupier to 
hold the land he cultivated -and pass it on to his children both- 

formed part of the customai’y law of the country, however the latter 

might occasionally be denied by an unjust Government” {cf. Villein 
tenure in Medieaval England). 

‘ By the ancient law of the country the ruling power is entitled to a 
certain proportion of the annual produce of every bigha of land”. 

“The land, revenue of India, as of all Eastern countries, is less to be 
regarded as a tax on the landowners than as the result of a kind of 
joint ownership in the soil or its produce”. , 

' Owners Proprietors It would be a mistake to assume that these 

words, as used in India imply all that they do in England. The 

share of the State, which is called the land revenue, is not a land 


If further proof be needed, take the following “the land revenue- is there- 
fore the first charge upon the rents, profits or produce of an estate or hoMing, 
and until it has be6n paid, they cannot, without any previous consent of the- 
Collector, be taken in execution of a decree by any private collector . , In other 
words, your partner must get his share before other debtors can lay claim to the 
gross- produce. 



113 


To mo, such evidence » conclusive that the Punjab Government still mainr 
Ittins its right as a joint owner to a share in the produce of the land 

(J) If thcia was any doubt before the British administration that, m mj 
tpinion should have been set at rest by the policy adopted since Instead of 
claiming a dehnito share of the gross piodute, the State set itself to el minate 
Ibe net produtu or surplus It set itself to cUmmato that portion which m 
other countries would go as rent to the landowner That it laid down 
tncorctically that it would take only half the net assets instead of a share 
of the gross produce doc^ not niako its claim a tax lie settlement is simply 
a valuation of the productive capacity of the business, and a teadjuslmeufc 
cf tho shares of the partners 

(c) Even on tho issumption that land revenue was originally a tax— an 
issumjtion which I do not consider is corroborated bj historical evidenc^lt 
must havj tended to become more and more a form of State ownership What 
may— may I say — have originallv been a laud tax regarded as perpetual would 
become a rent charge owned by tho Slate So far as hnil has been bought 
and sold for productive nurposcs — and not for social and ‘•pcculative purposes — the 
burdei A tho land revenue payment must have been allowed for and the 
(upitdi scO value of the land diminished thereby The real incidence would 
be upon tho original ovvaier, *at tho imposition of the tax the valuo of lus 
property would be diminished by tfie capital ^a^uo of the lax (c/ Scltgman 
Incidence of Taxation Book II, chap IV J To icmit land revcpue would bt 
equivalent to making a present to rammdars tho capitalised value oi this land 
when ficed from this payment would l>o so much more Tho eflect on the 
puce of the produce would bo piactically ml Cotiijiare this with water rates, 
to remit- the water rate and to {,ivc a Imunty on raising water from wells 
« ould lower the cost of production and most likely chcajicn the price of the 
I .cduct 

Q (fr ~.I do not consider that the payment of hod revenue is a salient 
factor m affecting the economic prosj enty of tho cultivator Compared with 
liit> eviis of indebtedness, of fragmentary holdings of the small amount of 
capital applied in cultivation, it is a small factor 

Q oy —Sweeping assertions of this nature are not woith the paper they 
are written on 

(а) I fail to see how tho land revenue assessment i^noics the ability to 
pay’ of the sjilject It may do so m pcmiancntlv settled tracts where with 
lanatiOiS m cropping, Or m transportation, m irrigation etc , tho relative value 
of |he land in different tracts has becomo different tram what it was when the 
settlement was originally made But m temporary settled districts, each re 
ielllement is really a study of the abihly to pay Once every 20 or 30 years 
we rewrite our Domesday Book It may bo that the criticism hero is directed 
if^ainst the small man paying just as does the big man But in so far as it 
IS admitted that land revenue is a charge on the net product le the Surf lus 
'hat emerges no matter liow tho land is held, and I can see no economic justi 
fi ation jf a share of it is taken m one case vvhy it should not be taken 
on the other Not leniission of land levonue in the case of the small nnu — • 
rut further taxation of the big mao, ey, by applying to him the Income Tai 
‘•eems to me the solution of the problem 

(б) ‘ The assessments lack tho clement of certainty This appears to me 
Ivper ciitical stated by A S — the lime of payment, the manner of pay 
jjent ard the amount to be paid should be clear to the contributor and to 
0 ery other person If reassessment look place, say, every five years, it 
might militate against this canon, but I do not behev e that tven A S himself 
would have attacked a reassessment every 25 years on the grounds that the 
uncertainty attaching to the tenure of land so held would have checked pio 
d>-ction Why in England much agncultural land is still held from year to 
year, in Scotland m the Ixithiaris a 19 years leaso is as far as I know the 
most common there of course there is the well established tradition of not 
bidding up <0 oust a silting tenant 

(c) ‘ that any other system we can think of" I very much doubt this state 
ment, and would direct the maker of it to the history of direct taxntion in 
India Jn 1870 it asserted by Mr Tnglis, the Senior Member rf the Board 
of Revenue, North Western ^Provinces, that Aough only 1 in 300 paid income 
tax to Government, he was 'afraid that of the remaining 299 at least one half 

a 
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v/as subjected to vexation, oppressive inquisition aud’ extortion on account of 
the tax. Of Oie 299 a very large number had to pay to keep their names 
•Oil the list. He gave it as his candid opinion that for every man who paid 
income tax to Government, 20 paid to get off; that for every rupee that was 
paid .the Treasury of the Slate, another was paid-rinto the pockets of the 
suoordinate officials. Naturally such a statement by a man in the position 
of Mr. Inglis could not go -unchallenged and the Lt.-Governor (Sir William Muir) 
was calJetl upon . to^ report if such demoralisation actually existed amongst 
"the Income-tax officials and further whether such alleged demoralisation had 
spread ic other branches of the service. His reply is worth quoting (para. 21) 
From what has been said it will be gathered, in the judgment of the Lt.-G., 
the convictions to which the Hon. Mr. Tnglis gave expression in the Legislative 
Council are to a very considerable extent well-founded ”, but he was happy 
to state that the demoralisation had not extended to other branches of the 
service. 

I ‘‘ca/i think of’ tyranny and extortion worse than I believe to prevail in 
land revenue administration. 

If “the time of payment is most inconvenient for the cultivator” I am 
■sure that a petition to Government would succeed in having the time of pay- 
ment altered. I should have thought that the* collection just after harvest 
"would have been as convenient as any other. In the Questionnaire for Village 
Economic Inquiries in the Punjab, we havq inserted the question “Are the 
dates fixed for the payment of Land revenue convenient for owners ? If not, 
what other dates would be more convenient?” If we find as a result of surveys 
tnat existing dates are inconvenient, steps will be taken to alter them. 

(d) Yes ! if 20 per cent, is spent, it does seem to mitigate against the canon 
of economy. Deductively I suspect the figure, 'but would refer you to the 
administiator. 

Q. 99 . — On what prices is land revenue assessment based at settlement ?-- 
Commutation prices : this is an extraordinarily difficult subject. That it may 
ue an extremely upsetting factor is seen if one looks over commutation prices 
in the last 20 years in the Punjab. 

I would refer members to pp. 63-55 of my paper on Punjab Food Prices. 
In these pages I think a tendency towards a ten-yearly cycle of food-prices has 
been established. If that is accepted, then the best base for commutation 
prices -would be the average of the ten preceding years. What the Settlement 
•Officer i.s after of course is the prices in the following 20 years, but the only 
leliable index of these is the average price in the past; and in a Province 
which is rapidly changing a ten years’ average may be better than a twenty- 
years’ average. 

Even this will leave untouched the question of inequality as between district 
nnd district when reassessments are made at different times, J can see no way 
of overcoming this difficulty. 

Subsi&tence Levd.—Q. 100.— 1 disagree with the opinion expressed in the 
■quotation, but this is not asked for. 

Obviously Es. 2,000 — ^Es. 166 per mensem— per annum is much above sub- 
sistence level — ^if by subsistence level you mean sufficient to_ keep body and 
soul together. If this meaning is accepted, I believe the majority of the in- 
habitants of the Punjab are living far above subsistence level. I set out 
below, an index number constructed by myself, of the prices of wheat, barley, 
‘hajra,' joivar and gram — (in each case the average is constructed from the 
ioHnightly return of retail prices from 23 .districts in the Province)— during 
4ne 'years 1911 to 1920. 


(Base •. Average price from 1873-1882=100.) 

1911 1912 1913 1914 1915 1916 1917 1918 1919 1920 

133 167 166 191 210 194 191 263 336 286 


We tre very ignoranr, on the subject of wages in the Province, but most 
■neople know from experience that the general level of wages did not increase 
Vtween 1911 and- 1919 in the ratio of 133 to 336. My contention is that if 
when prices stood at 133 in 1911, people were -living on subsistence level 
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they ^\ouId ha^e been faced with the most dire starvation and \\ant when 
ri 191^ prices rose to 336, and when m 1921 they rose still higher, there would 
)<»\e breu famine on a tiemendous scale The fact that this colossal rise in 
iiices around^^the end of the decade — to my mind the sum o£ causes yl) 
after effects of the war, and (2) the crest of the cycle passed off without any 
cmsidenlle demand for famine lehef, though it must have caused much hard 
hip in individual cases seems to me proof positive that the great bulk of 
the population arc normally living considerably above the level of bare sub 
s stencO 

"SVliether Rs 2 000 per annum is above or below the necessaiy level not 
^cr kcepng body and soul together, bat for maintaining the efficiency of any 
particuldi class is an critiiely different matter, and one on which I should 
not litfo tc eipress an opinion 

I do not think it practicable for a taxing officer to ascertain even approx 
imately— at least without much vexatious inquisition which had be better 
-avoided — whether an agriculturists income exceeds this limit (« c Bs 2 000} 
I very much doubt if the cultivator knows himself Further his normal income 
IS but a small portion of his real income AVhether it exceeds a ij/ limit is 
lather different The bigger man may be depended upon to look after himself 
and will not be so likely to be subjected to the tyianny and extortion of the 
nxcollictor \ou must avoid — 

(1) the corruption that must ensue if for every man vvho pays income tax 
some 20 pav to get off, and 

(2) subjecting the agriculturist to the vexatious job of filling m returns 
It IS not the first time in the history of India that the cry has been 

Take fiom u$ what vou want tut spare us those returns 

I Lonoider that, if the income lax is to be applied to agricultural incomes 
fiom Rs 2 000 upwards some method may have to be devised for assessing 
automatically income from, say, Rs 2 000 to Rs 5 000 In Mr AViIson s .Act 
•of 1860 profits m respect of land were assumed to be equal to half the rent 
paid to Government and tbev were assessed at this amount All zamindats 
theiefore, whose payment to Government fell short of Rs 400 a year were 
exempt under the Rs 200 limit The grave objection ^o this is that Govern 
jiient s claim in practice is so much less than its claim m theory, and many 
v»lio wculd legitimately come within the scope of the Income Tax would thus 
I c exempt In the case of larger agricultural incomes, I should assess on a 
schedule as in the case of other incomes 

To giant an exemption fiom the payment of land revenue of incomes below 
a certjin amount is m reality to grant a premium on smaller holdings, and 
may ercourage fractionisation and uneconomic holdings and cultivation below 
ihe znaigm of profitableness I should not press this point, but the exemption 
of such incomes seems to me to strike at the very basts of land revenue theory 

Q 101 — Mr Calvert should be examined on this point for he is the authority 
on the subject, and has done more to effect practical improvements in India 
tlian perl aps any man living 

Q If 2 — No not m its entiiety Both Burke and Adam Smith have pointed 
out the duadvvntages of Crown lands and the advantages that were likely 
to a.cc UQ and have actually accrued from their disposal To my mind there 
are great advantages in granting proprietary rights to individuals— self interest 
piovidc-. a greater stimulus to prodnction than anything to be found m Gov 
ernment routine — but these grants can he made in such a way that pait oi 
tne apitcciated value will accrue to the State, c <7 , new waste lands m the 

1 unjab,— roads being laid down first Also reset^ement after a number of 

vtars — also the raising of water rates once the colonists are in a position to pay 

From the purely theoretical standpoint I should strongly support the 
imTOsition of such duties but I anticipate considerable administrative diffi 
cuities in India (1) difficulty of making any fair assessment, (2) extremelv 
urpopular ' 

One point that should be considered— claim often made in favour of a 

sicces«ion tax as opposed to an income tax is that it is paid once for all 

mu a the time most convenient to the payer Now this, from the economic 
‘tandjoint, simply means that the tax falls upon capital, and not upon income 

II L 
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it 

India ici thirsting for capita] for her industrial and .commercial development,, 
■and es-pecially desirous to have that expenditure provided within the country- 
( I tree the appointment of an External Capital Committee) and any measure- 
that might restrict the supply of that capital might be deprecated on that 
account. I do not press thisv point. 

Q. ISO. — (i) Extremely bad. 

(ii) Income-tax on agricultural income : I accept in theory : whether expedient 

- or not is another matter. Succession duties I approve of. Registration fee on- 
marriages would I think be good — ^the expenditure then is so heavy that it 
wpuld not be missed. Tax on motor cars and vehicles I object to most strongly : 

I 11 admit Rolls-Royces and that species, but I believe that in India the Eord' 
should be liberated from taxation altogether. Servants : No ! they are not 
a luxury I should like if I could do with half of what I have, but the 
“dastur ’ is that one will not do toother’s work. Betel leaf and areca nuts : 
yes, but would the return make it worth while? 

(iii) Race-horses — No ! So short-sighted. Surely we want to improve our- 

stock in India, and not to discourage it. ' 

(iv) I do not agree witn Sir Gftnga Ram. If you abolish land revenue, what 
will happen in a year when there is little for export ? 

Q. 12L — Accept, but is the last sentence correct? It is not the first time in- 
Indian history that a tax on tobacco has been suggested but it has always been 
considered that the administrative difficulties were very grea^. I should think 
the last sentence has reference to a “tobacco importing country’’, not to “a 
tobacco growing country”. ~ 

At the same time I consider it will be a great mistake if an attempt is 
not made to impose a duty on Indian grown tobacco, or to reduce the duty 
on imported tobacco. I have tried twenty times to acquire a taste for Indian 
grown tobacco and have failed : many must have succeeded : why penalise to- 
the present extent the man who smokes American or Egyptian tobacco ? 


Professor Myles gave oral evidence as follows ; — 

The President. Q . — Can you tell us in a word the effect of the commuta- 
tion prices on settlements ? 

A . — There is the difficulty of securing anything in the nature of equality 
as between district and district when you take the prices of the years that 
immediately precede the year in yvhich settlement takes place. For example, if 
. you take the commutation prices of the settlements in the Punjab around 1921. 
they are very much higher than the commutation prices that were taken a few 
years ago and the commutation prices that have been taken since. No doubt they 
were partly influenced by the high prices prevailing during 1919-21. 

f Q . — Is not the settlement based on the average of the preceding 20 non- 

famine years ? 

A . — That is not what is done. (The witness read relevant portions from the- 
Punjab Settlement Manual.) 

(The witness handed o-yer a graph to the Committee). 

(h-i-What do you deduce from this graph? 

4, — I deduce that it is extraordinarily difficult to get over the existing, 
difficulty of the settlements made at different times being unequal as between 
district and district. You are working -with prices taken some years previously. 
There must be inequality as between district and district. 

Sir Percy Thompson. Q.—l gather from the graph that for a prolonged 
period you take the average. When you take the yearly average they oscillate- 
a good deal; when you take three years, they oscillate less; and when you 
take ten years, they oscillate much less. - ^ 

. 4 . ^Even if you take the ten years you will have some changes. From 1887 

to 1895 you get a considerable rise in the general level and then you get ^ 
period of fairly steady prices setting in until about 1905, after which you 
Bet a continuous rise. Assuming that you talce a district that had been re- 
settled between 1895 and 1905, that district has had 20 or 30 very successful 
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years from the standpoint of land revenae la that the prices were rising con 
tinuously while the commutation puces were based on a lovr le^iel, whereas those 
settlements that have taken place 20 years afterwards must be influenced oy 
the much greater rise m prices 

Tht Pre&idtnt Q— You say that there is continual inequality under the 
present system of settlements’ 

— I fear so It may not be senoos m actual practice , because the com 
mutation prices are found to be very low m practice in comparison with retail 
prices 

Q — One of the suggestions is that the land revenue should be a percentage 
on capital value Once jou get every district settled on that basis there will 
be less variation between your capital values and these commutation prices 
4 — 'fhat involves a complete departure from the system of land assessment 
that has been prevailing in India for generations The existing method is 
recognised and acknowledged by the people I fear that there might be an 
uproar against any other system 

Q —I quite recognise that But we are instructed to sea whether the exist 
lUg system conforms to the canons of taxation As an economist would you 
test it hy those canons ^ We have touched the canon of equahtj and on 
that point you say it does not conform Do you regard progression as a 
canon applicable in the case of land’ 

A —No , m that the land revenue system aims at striking the surplus 
Q — ^Do you consider that there should be any element of progiession m the 
laxalion on income derived from land’ As an Iconomist jou can say The 
New Zealand tax is progressive 

A — 1 should not have the land revenue progressive, but t should subject 
incomes from laud above a certain limit to income tax and bring them under 
a progressive scale 

Q —May I take it that your view is that progression is a canon of taxation ’ 
A —I accept progression 

P — And you would have progiession m respect of incomes fiom land, 
although you would not do it through the land revenue You would introduce 
progression by 6.uper imposing income tax in the case of larger incomes’ 

A —1 woujd I do not regard land revenue as a lax 

Q— But you do think that there should be something progressive in the 
matter of taxation on incomes from land’ ' 

A — I think so I should favour progression on incomes from land above a 
certain point , but should not apply it tIiroag!!i the land revenue assessment 
Q — Simply because they aie incomes’ 

A — ^Yes, as incomes, but land revenue I should impose whether the land is 
held on a small or large scale, though it roust bo admitted that when cultivation 
goes beyond the margin of profitable expenditure, this may become a ta\ on 
agncultural wages and profits 

Dt UydtT (2— How does it go beyond the margin of profitable expen 
diture’ \ou say with reference to jour graph that the margin of p'-ofitablo 
expenditure can perhaps I e reached and the return that the cultivator gets 
does not remunerate him I am asking you how it is possible Do you 
tlimk that the cultivator cultivates the Und for the love of it’ 

4 — Iso but in an area where yon havo congestion of the population where 
vou have liUlo mobility of labour aiul where you have very ^mall holdings, 
^ere is a tendency not to stop cnltivaUon at the margin of profitableness but 
to go on cultivating so long as there is any increase in the gross return i e 
where the additional unit of produce is insufficient to recompense the additional 
un?t labour and capital that la necessary for producing that particular 


,, Thom-pion Q — If yon reduce the land revenue on the ground that 

of *^ncoaragmg the formation 


A Most assuredly it will I have mentioned that particularly 
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The Pr^ident. Q.— We have dealt with the canons of equality and pro- 
gression. Do you hold it incumbent on a holder of land to produce? Is it 
Jegitimate that he should be allowed to keep the land idle ? 

’ he desires to keep it idle, he can do so. '• 

Q - — You would still charge him land revenue? 

A . — I should. 


Q- So that you penalise him if he does not produce? 

-J- — I do; but I do not insist on his cultivation. 

What about the canon of certainty ? What do you think of this criticism T 
Except where there is a system of permanent settlement in vogue, the assess- 
ments lack the element of certainty’. 

A- It seems to me hypercritical. If you had settlement eyery three or 
five years, there might be some truth in that. But I do not think even Adam 
Smith himself would have said that reassessment every 25 or 30 years was 
against the canon of certainty. In England much lancW is held from year to 
year; in -parts of Scotland you have a 19 years’ lease. 

^ Q. — Have you anything to say about the canon of convenience? It is said 
‘The present system leads to more official tyranny and extortion than any 
other system we can think .... The time of payment of revenue is 
most inconvenient for the cultivator’. (Q. 98). 

.4. — ^We know that a certain amount of it goes on. If you take the history 
of direct taxation, the early history of the Indian Income-tax, the tyranny 
and extortion were quite incomparable with what you find in the case of land 
Revenue. It has been stated on good authority that for one man who paid 
income-tax, 20 people paid to get off. For each rupee that went into the pockets 
of the State" another rupee went into, the pockets of the officials. That was said 
by the Financial Commissioner of the North-Western Provinces in 1870. A 
committee of enquiry was appointed and it was acknowledged that it was true. 

I do not think land-revenue administration is as bad as this. 


Q . — You think that was far worse than the present system of taxation by 
the canal jjatwari? 

.4. —Yes. 

Q . — About the time of payment j 

A . — I have always thought that the greatest care was exercised as regards 
making the time as convenient as possible. If the time of payment is un- 
suitable, a petition to the Government will be favourably attended to. In the 
questionnaire in respect of the enquiries which the Punjab Board is trying 
to institute all over the province, we have specially put in a question about 
the time of payment. We have asked if the present time of payment is the 
most suitable, and if not, what time would be recommended in its place. As 
enquiries progress, if v/e find that in certain areas the time of payment 
is mconvenient, ’ I think I may say that’ we shall succeed in getting the Govern- 
ment to alter the time of payment. 

<■,>, — You would not postpone it from one year to the next? 

A . — There is no likelihood of that. 

— ^What do you think of the proposals in New Zealand ? (The Chairman 
nanded over to the witness the paper containing the proposals). 

A . — ^With regard to (1), it is similar to that in India. With regard to (2) 
you have exactly the same thing here as regards land revenue. In the case of 
a decree for debt brought against a cultivator, that degree cannot be put into 
action without the special permission of the Commissioner 'until- the land revenue 
has been paid. In other words, the other partner in the process of production- 
must receive his share before other creditors can lay claim to the gross produce. 

Q . — ^You say it is a rent or in the nature of a rent charge. ^ 

-4. — I believe it had originally been a rent; and even if it had been a tax 
it has now become a rent charge. 

O —Are there any other canons which you would ' apply to income-tax and- . 
whiSi we ought to apply to the land revenue in order to answer the reference- 
made to ns ? 
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A —I should not apply the exemptioa of a minimum m the case of land 
revenue 

Q — About ability to pay’ 

1 —I do not think it altogether ignores ability to pay It is a rent and 
if you take half the net assets in the case of a large estate, it seems to me 
to be perfectly legitimate to take the half of the net assets m the case of u 
smaller estate But it needs to he supplemented by an income tax in the upner 
regions 

Q_Do you consider that the system of assessing it can be simplified’ 

— X have hid no practical experience 

Df Hydtr Q — ^You consider that Government is in the position of a 
monopolist m the matter of canals’ 

A —Yea 

Dr Paran}pi/e Q — But they have cieated that monopoly themselves 
A — The supply of ivatcr must bo a monopoly and it is, as it happers, a 
Government monopoly 

Dr Hydfr Q — ^With regard to water rates, the whole question is this 
that the people of this province through the Legislative Council have said, 
the Goveiiiment is asking too much, wo cannot pay’ Do you think, ss an 
economist, that uater rates should be based on the cost of service principle or 
on the value of service principle’ There can be no question of competition 
The Government is m the position of a monopolist Now we have got to 
decide what principles you aie going to apply to water rates 

j — Subiect to one proviso, which 1 have mentioned, I should apply the 
principle of monopoly value to the water rates in the Punjab 

Then the people will say that the Government is taking the utmost that 
It can from the people 

A —Exactly , they say that at present The diJBculty is partly a political one 
The agriculturists believe that they a'‘e paying more than their fair share 
towards the Te%enua of the province Th^ say that the urban man is not 
sufficiently taxed relatively to the rural Therefore I have put forward the 
idea of having within your budget what I have called a Development Fund and 
I vtould utilise the revenues from such a thing as monopoly of water for purposes 
of further development in rural areas 

Q — That is an excellent id<^ But we have heard an official of the Punjab 
Government who gave us a formula which is approximately based on the value 
of service principle He sa}S, ‘take the increased produce for an acre ot the 
land, deduct from it the cost of cultivation and all that is left is due to the 
application of water, and the Government has got power to take that On the 
other hand those who are against the increase in the rates in the Punjab say 
that the Government is entitled to charge only a fai^ interest on the capital 
invested on the canals, allowing something also for maintenance and other charges 
and no more They say ‘ everything over and above this is in the nature of 
monopoly charge and the Government are usmg their position as monopolists 
to tax us’ Again on the other side, Mr Kmg has told us that the rates arc 
on sound economic lines Therefore, we have to determine whether they should 
be based on the value of service prmciple or on the cost of service principle 

— ~I disagree entirely with the application of the cost of service principle , 
because it is most inequitable as between district and district 

Q — But people in districts where there are rivers and other natural ad 
vantages say, these are patural advantages that we have why should we 
not enjoy the natural advantages, why should the rates be based on the question 
of what it would cost to take water to lands where there are not these natural 
advantages’” 

A — It seems to me that if you differentiate between the two, you are 
going to upset entirely the agricultural equilibrium in the province If j- the 
canal areas you give water at rates that makes irrigation by wells rai re or 
less impossible, then you are going to affect very seriously these well irrigated 
» areas 

Q ^Would it bo wise if the Government of the Punjab should lay down 
certain principles on which the cand rates might vary, just as they have m 
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tho case of railways, that is, ky down certain maxima and minima? The' rates 
may vary according to tho nature of tho soil, the kind of produce and so on. 

A.—Do you mean as botwcon district and district? 

■ fj.— No; over tho entire province, just as they have different railway rates 
for the carrying of coal and gold. 

.-1.— -I see no ohjoction to that whatsoever. But it will ho perfectly futile, 
lou will never have any raising of tho water rates through your Council. It 
will have to bo done l)y an executive order and tho Government may as well fix 
the particular rale that it desires rather than often change it by having a 
maximum and mini)iium. I do not think there is anything to bo gained by it. 

Sir Percy Thoiiiimn. Q. — Is not the question of irrigated land quite 
different fiom that of railwiiys? Everybody who wants to use tho railway can 
use it; whereas tho land is held by selected people anjl therefore Government 
hold.'- this irrigated iaiid in trust for lltc peoi)le as a whole*. 

A . — Absolutely so. This is what I was trying to get at when I spoke of 
Inequality as between district and district. 

Q. — Suppose you are stalling with an absolutely clean slate. Suppose tho 
whole of the Punjab is desolate on which nothing could lie giown. Bub you 
had a lot of rivuis and you could make canals and j’ou could make the whole 
of that laud fertile. As a matter of principle, — and probably as a matter of 
convenkneo — would you not say that the principle that the Government should 
ado[)t in charging tho rates for the lands so irrigated is to take a i^roportion, 
anything uj) to 100 per cent., of the increased rental value of the irrigated 
lauds? That is, without bothoriug about water I’ate or any other rate, just 
take a certain proportion on tho values so created. The economic limit of 
it is tho whole that increased value. 

A . — Starting de novo, yes. 

Q. — I quite agree that it is impossible as it is; because you put canals 
through lands which have a value. But is not that the sort of ideal which 
you ought to work up^ to, i.e., to take a proportiou which you might fix as 
50, 60, qr 90 per cent." of tho increased value? 

A. — This would be very difficult in practice at the moment because you have 
your land revenue and your rates sepa’-ated. 

Q . — It seems to mo to be an advantage rather than a disadvantage. You 
take 50 per cent or 60 per cent of the increment and you have got a fairly 
definite principle. ^ 

A . — On the other hand historical circumstances seem to 'be all in favour 
of continuing the land revenue system. We are not stai’ting de novo and in 
the field of taxation moi'e chan in otheiv fields, you are largely bound down 
by historical circumstances, 

<2. — I quite agree. But should you not apply your existing methods in 
order, as far as possible, to get a certain proportion of the whole increment 
which is due to irrigation ? 

.4. — Yes. 

T/ie President. Q. — Would you glance over those five principles which 
have emerged from our previous discussions? (The witness was given a paper 
■containing the principles). 

A. — The first is that ‘irrigation enterprises should be treated as a whole, 
the more favourably situated schemes paying for the others’. That I disagree 
with from the standpoint of principle. But from the standpoint of administra- 
tion, it may be the wisest scheme. With regard to the second point, I make 
it much wider. j 

().— What was intended to be brought out by that was that the zamindar 
should get back what he pays for his 'irrigation in further irrigation works. 

A.— It does not seem to be so. ‘The irrigation enterprises should be treated 
as a whole, the more favourably situated schemes paying for the others’. 

Q.—Tliat is, there may be a canal that is giving good' profits' and there may 
be another giving poor profits. You have to fix the same rate for both and 
level up as between the two. That is what is intended. 

.a — ^But it does not matter so long as you are making a profit on your whole 
irrigation enterprise, I would' not start a scheme if it is nop likely to pay 
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its way Even the Punjab canal schemes were likely ^ P^y ® 

profit at the beginning Eventually at least there must be the likelihood of its 

paying 

Q—Does not an irrigation scheme indirectly give quite a largo return m 
railway fares and other ways, if not directly from land’ 

4 No doubt it does But I should be sure in the first place that, at least 

eventually, it is going to coyer the cost of construction 

Then t is said here that the rates should be uniform That again s from 
the administrative point of view Bat from the standpoint of principle, I 
would not approve of it 

Q— Then jou have tlie duty of water One cusec is supposed to irrigate 
BO acres You have a variable rate based upon the crops grown The variable 
rate is adopted, wa are told so that the ratyab should be able to pay when he 
has money in his hand 

4 — That IS very essential especially »n the case of sugarcane and other paying 
crops where the profits are high Besides it needs more irrigation 

Q — On the principle that the railway regulates its tiaffic on the value of 
goods earned ’ 

A. — Yeo Then the rates should be varied with regard to prices That la 

essential I have given you figures to show how much the cost of running 
the canals has increased Even with the recent increase of 65 lakhs which is 
now imposed the revenue has only increased by 17 per cent I should think 
the cost of running the canals has mcieased by 40 to 50 per cent and we are 
only asking for 17 per cent additional revenue 
Q-^Can jou add anything to these principles’ 

A —I think the principle in the early days m the Punjab was that of fixing 
the rates low with the idea of attracting settlers to the newly opened up areas 
In a recent communique the Government of the Punjab say, we have recognised 
a broad principle it has abstained from' prescribing for any crop upon any canal 
a water rate higher than that which has already for some years past been paid 
for that particular crop upon some one (or more than one) of the eight canals 
concerned ’ You may call this a principle the Government of the Punjab does 
I should call it the adoption of a rule of thumb method 

Dr Iljcitr Tou say I have no objection to the iJiposition of heavy 

taxes upon smokers and drinkers, but it is futile to say that it imposes no 
economic lurden ’ Does it mean the same kind of burden to the taxpayer 
as in tlip case of inconv,tax’ 


4 — k simila one I understand b> imiuoderate* a fellow whose demand 
for cither tobacco or for whisky is non elastic and though the pnea goes up 
very considerably he will still coniinue to consume the same amount and the»‘e 
fore I say there is an economic burden 

O — Would jou consider the Sikh community should b& considered to bear 
auv burlen in respect of the tobacco duly’ 

A — No They do not smoke If any community does not smoke it does not 
bear any share of that duty 

Q — \nd if a third con munity reduces its drinking because the excise duty 
was raised, its burden would be lessened’ 


■1 — Yes But at the ^ame time they have contracted their consumption and 
that contraction of consumption must have involved for tliem — once they have 
become accustomed to the commodity — a certain amount of disutility Now take 
the case of tobacco Every time in India thev raise the tobacco tax, I make 
up my mind to slop smoking If the disutility involved m contracting consump 
tion IS very much greater than that of paving the additional 10 per cent 
by whicli the lax is raised, I go on smoking But to say that the tax on tobacco 
involves no economic burden seems to be perfect nonsense Again m Q 48 
of tile questionnatre the same author The rule that necessaries should be 

fall only on luxuries is thus a counsel of 
a country where three fourths of the popula 
only can only be taxed through necessaries 
_ , , , ® hardship m such a tax ’ That is nonsense, 

from the economic slandpomt In other words, if the whole taxation of a 
country is on the necessaries, there would be no hardship in the whole scheme 
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of taxiilioii. Is that not nonscnso ! The word ‘hardship’ is unscientific from 
tho economic standpoint. 

Q- agree with that. But may I take your answer to Q. 25 wherein you say- 
‘ tlic Sikh community would have to bo omitted in considering the tobacco duty. 

You would never place any considerable part of the customs duty collected on 

imported whisky on the Jat Sikh section of the community in the Punjab, 
although they are consumers of liquor; nor could you apportion any part of the 
revenue collected from bhang or charaa to the Dnglisb section of the community’. 

If want, to got at tho real incidence as opposed to the nominal 

incidence, you must get at tlie people who really consume the commodities 
that aio ta.xed. 

Paraiijpge, fj. — Do you think that a man who escapes a tax of this 
kind is really not doing his duty as compared with the other who pays ? 

‘■I. — I do not look at it from tlio moral standpoint at all. I am not at all 

concoriied with that. All I am concerned with is, it may in some cases be 
bettor for him to cease consumption ; in tho other case it nlay bo better from 
the purely economic standpoint to pay the tax. One may involve less disutility 
than tho other and it is for him to choose. 

jOr. Ilgdar. Q . — What is your opinion with regard to question No. 31? 

A. — I am not familiar with any of them. 

Q‘ — ^Don’t you know of the hearth tax in tho Punjab? 

A. — 1 do not know enough about it. 

Sir Percy Thompson. Q . — In answer to Q. 15, you say ‘The rural com- 
munity believes that it is being taxed more than its fair share, and one of 
the most urgent problems facing the Committee is to devise means for gettinpr 
more effectively at the trading and commercial classes. I am rather surprised 
you say that; because I think you b.ave said just now that land revenue is 
rent and it is something less than the economic rent; so that so far from its 
being burdensome, something less than the economic rent is charged. Now you can 
compare tho rural man with the townsman. He does not pay income-tax; the- 
toAvnsman does. As regards salt, tobacco, etc., he is on an equality with tne- 
townsnian. How can it, therefore, be said that he is being taxed more heavily 
than the townsman? 


A . — I have said tliero that I do not consider laud revenue to bo a tax om 
rent. But I do feel that there are many cases in the Punjab where land! 
revenue becomes a tax on wages and profits. 

Q . — How does that arise ? 

A. — When your cultivation is beyond the margin of profitable expenditure. 

Q . — Is it not that there are only a small number of cases where you have this ? 

.•J. — have a very large number of uneconomic holdings in the Punjab. 

Q . — To relieve ihem would make it worse. 

A. — It is rather a vicious circle. But I say you have got. to level up by 
increased taxation on the urban community. 

Q . — Because the cultivators have uneconomic holdings, that does not mean- 
that you should go and raise the tax of the townsman. 

A. — ^Yes, I saw that. , . 

Q . — I think you are in favour of a tax on agricultural incomes? 


A. — Yes, on principle. 

Q.L_Do you think the tax on agricultural incomes is worth collecting in view 
of the political ferment that you create thereby? 


A.— I have said that it is one of the questions you have to face. I agree- 
with it in principle but I very much doubt whether it would be _ politically 
wise to do it I feel that this estimate of 16 to’ 20 e.rores of rupees is an over 
estimate, unless provinces like Bengal contribute much more than we are likely 

5ljt*hL^]S*^said that a pretty fair estimate of the cultivator's income- 
would be four times the land revenue. 

4 —In the Income-tax ' .\ct of 1860 when agricultural incomes were subject 
to income-tax, the index taken was twice the land revenue. 


/ 
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(^~E%en if >eu take the income as fear tunes the land revenue, there 
«iU ba only \cry few who would come noder the tax 

It IS a matter of expediencv and I also think that if wo impose mcorce 

tax on agncnltunl incomes we might lower tho exemption limit m tha case 
of the ruial communities 

^—Is it not difficult to have two exemption limits’ 

4 — .i?rora the administrativo point of view, perhaps it is 
<?— I cannot appreciate the force of what yon say from the adimnistratue 
point of view ’ , , 

tL —Different exemption limits for different sections must complicate proceuiir i 
You say that Rs 2,000 is the subsistence level In other parts of the world the 
limit used to be around the subsistence level 

Q — In England it v.os the equivalent of Rs 166 a month before the 'War’" 

/! Cut Rs 2,000 obviously in India is very much than Ibo subsistence 

level for cei'ain sections of the community, but let us sec an European in 

India with Rs 166 a month, he would simply starve 

Pr Paratijpje Q — IVliat otiicr tax does an European pay’ 
i — It IS difficult to make a summary at a moment's notice On tobacco 
(and the European smokes largely imported tobacco) ho pays heavy duty — on 
cigarettes 75 per cent t/ie Indian largely smokes Indian tobacco and pays 
iiuthing With many Europeans impocled drinks are a conventional necessity 

'iiid they are heavily taxed Further the customs duties fall heavily upon the 

European because they tend to consume more imported articles than the Indian 
With a Similar salary. 

What proportion of )our income do jou pay as taxes to the country’ 

1 — I cannot sav tluat without estimating 
Q— Do >oa think it is high or low’ 

i —According to European standards it may bo low, but with similar incomes 
I think the European pays more m taxation than his Indian brother 

Q —Do you know that tho savings or pension of an European escape 
taxation in India’ 

i —1 think the savings made by the average European in India aro small 
What about pensions’ 

I —How many people get pensions’ Even then they aro only indirect saving 
TAt Pre/'t /ent \ou say something like a license tax can bo im2>o<£d 
Is It not practically the luiiiio as the profession tax of the heal U-dy 

A —The license tax is now allotted to tbo provinces. U is not imponaJ 
as It uvc<{ to be 

Q— Would you like (o collect it by the Income Tax Department and hand 
over the proccciU to tlic local bodies’ The tax on incomes below Rs 500 wight 
(e collided Iv (ho local l>odtca, and above that it might be collected by tho 
Income 1 ix Ucpaitniciit ’ 

1 — I think it can be comemcnlJy dose 

Q— You sav tint the problem which faces our Committee is to get at the 
real jijciilcncc of ihe Land Revenue Vou say, what is m theory a tent charge 
i>j tho St\to way Iw^mo a tax on the wages of labour and tho profits of capital 
\ou ilo consider that it iray become a tax’ 

i — k es, b it 1 ot a tax tin rent Von Thunein {lointccl out almost a century 
a„o {lull in Oi,r culnire very light taxation may lead to stagnation There aro 
thinkers in tlio Punjab win Leheve that if Govtrninent were nnt so Jenjcnl, U»ery 
wiKht lie a greate- UnJeucy to increased production One of the rcasona fer 
latk of firogrcM, thev alfirm, is tfvat {leup'e are so lightly laxcl and if they 
are taxed more, it would tend to increased production also 
Dmci Uus refer to land iaxea or all taxcsl 
f — The Crrman writer referred to land taxes 

soing (o pitch all taxation on llie agricnlturuU at such 
iu,.h rale*, they may give up their profession’ 

1 —Well, tlu*. u not my own jwrsoaal opinion. 
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Po.ranjpye.^ Q . — IVliat about death duties ? Do you think that, the 
levy 01 death duties would lead to discouragement of industry? 

-4.— -The conditions in England and in India are essentially different from 
the point of view of productive capital. 

Q- do not say tnat death duties should be levied as additional sources 
of revenue. Supposing you Avant to do away with certain taxes and then levy 
death duties? 

4. — Ikoin^ the standpoint of theory I am certainly in favour of death duties, 
’but I tliink it should he remembered that they are a tax on capital and not on 
income and India at the present time should take no steps tending to retard the 
accimrulation of capital. 

Q ' — Take the cotton excise duties ; leave aside that the benefit will fall only 
on pne province, supposuig the alternative is either to do away with the cotton ' 
excise duty or to levy succession duties, which would be sounder 1 I think' both 
Avill help in providing capital. . • 

-•I- — You suggest that the abolition of the cotton excise duty is to assist 
Bombay m^owners. If it is not to assist the consumer through lower prices but 
simply to increase the profits of the millowner, I prefer the cotton excise duty 
to a succession duty. 

<2. — I sinipl 5 ' give j'ou an examplel 

-I. — If you put it in this way, tliat the abolition of cotton excise duties is 
to lead to the lowering of the prices, which would be- shared by all the 
people, I may be inclined to say yes. 

Q ~ — Srrpposing the alternative before you is do away with the salt duty, 
would you advocate the abolition of the salt tax and the substitution of death 
duties in its place? Whicn would have better effects from the economic point 
■of view ? 

J.. — ^That seems to be a question which would require most serious considera- 
tion. The salt duty does fulfil a purpose. I thiidc you want your taxation 
to go down even to the smallest man throughout the whole country. 1 do 
think the whole community should contribute something to 'the State. ‘They 
have an interest in the State, even though it may be small, tberefore, I would 
say the imposition of succession duly cannot be taken as an alternative to 
the existing salt duty. I think it is a very big question to answer. 

The President, Q . — ^hlay we take up another suggestioa, that is, taxing 
tobacco ; would you prefer taxing country tobacco to taxing salt on the basis 
that one is a luxury and the othei' a necessity? 

.1. — think I would. Ton have to recognise that there are some .“lections 
of the community who do not touch tobacco. But I cannot justify this exemption 
-of Indian grown tobacco from taxation, it' is preposterous. 

Q. — It was suggested by the Government of India that you shoidd take 
agricultural income into account in arriving at the rate of tax on non-agricultural 
income, but yon should not impose income-tax on the actual agricultural income? 

.1. — I do not- think that meets the case. 

Dr. Hydcr. -Q . — You say that the State is the owner of the land and 
therefore it is entitled to take the economic rent on the land ? 

.1. — ^I do not think I have said anywhere that the State is the owner of the 
land, but the State in India has all .along regarded itself and still regards 
itself as a joint owner of the soil. This is certainly acknowledged by the 
Punjab Government throughout. It seems to me in the quotations I have 
given from the Punjab Settlement ^lanual. that the State has definitely stated 
that it is a joint partner in the business of production and is entitled to the 
share of the produce. 

Q. — Avant to get behind the Punjab Settlement ilanual and ask you on 
what authority? 

.1.-1 think it Avas so in the Sikh times and in the Muhammadan times. 

Q , — I ani putting yon this question as an economist, if you can get at any 
:5Uthority on which such a claim is made. Was it so in the Muhammadan 
or in the Sikh times? .. 

In the Sikh period it vras definitely so, and. the share taken by the St.at« 
•during the Muhammadan period was very much greater than it is now. 
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29th January 1925. 

Lahore. 


I*nEsijn . 

Sjr Charles Toducvteh, KCSI, ICS, President 
Sir Percy Thomtsov, K B E , C B 
Dr IV P Paranjsyt 
B r L K IIyder, M L A 


Mr. A. MITCHELL, I.C.S., Income-tax Commissioner, Punjab^ 
was examined. 


V/ritUn memorandum pi Mr. Mitchell. 


Aa Commtsslorier of Income tax for tbo Punjab, I have been required by the 
Punjab Goaernment to gi\e evidence bcfoie the Indian Taxation Enquiry 
Committee I received the questionnaire on the 17th January, and have, as 
far as I am able, prepared answeis to the questions dealing with income tax,. 
Nos 33 to 47 

1 would point out, however, that my connection aritb the Income-tax 
Department dates only from twro months bark, and 1 have not, therefore, yet had 
time to make any serious study of the subject 

Q 53 — The only justitication for an increase in the rates of income tax, 
purely as a substitute for other taxation abolished would be that the taxation 
abolished was such as had normally been paid by the same class of tax payers as- 
pay income tax 

The incidence of the mam heads of taxation in the year 192122 was as- 
follows* — 


Direct taxes— 

Land Beiciiue 
Income tax and Super tax 
^ Other direct taxes 

Total diiect taxes 

Indvicct tftXvs— 

Excise 

Cnstoms 

Stamps . 

Registration 

Total indirect faxes 


Crorcs Percentage 

"1 87 So 8 

2o 12 18 6 

87 6 

60 86 43 

29 62 22 

t 32 o2 24) 

11 12 8 2 

lit 8 

7444 55 

TOO 100 


/ 


Findlay 8hltra«’ • The Science of PnbUe Finance —Table XXIV of Appendix. 
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I pvoinmo, bo accepted by auditors as evidence of sound business methods. The 
Income-tax law allows only certain defined rates of depreciation. 

Speaking generally an auditor performs his duty best by the general public 
by showing the net profits of a concern as low as possible. Income-tax law does 
not admit of ultra-conservative estimates. 

(2) The improvement in accuracy of assessment duo to the establishment of 
the speciali.sed Income-tax Department is enoinious. Five years ago the work 
was in the bauds of the ordinary district administration, already fully occupied 
with _ other branches of the administration, and without any knowledge of or 
training in accounts. To-day the Income-tax Officer has no work beyond that of 
assessment, and is in most cases a trained and specialised expert in the reading 
of accounts. In any system of direct taxation honesty must always penalise 
itself, but the 7xcspnt system of examination of accounts is rendering it daily 
more difficuii for dishonesty to pass undetected. 

Q- — I 'doubt whether the bulk of the smaller assessees are y^t educated 
up to the standard at which they could be required to keep accounts in a 
certain definite form. A large number still keep no accounts at all and assess- 
ment has to be ascertained bj'^ a percentage on total sales. Very great care is 
taken in wor.t'ing out those standard rates and checking them time to time, but 
the department would infinitely prefer to have accounts in any form. 

The Bill recently introduced into the Punjab Legislative Council for the 
coinpulsory registration of money-lenders and the proscription ot accounts to be 
maintained by them would, if passed into law, be of immense 'assistance to the 
department, but tlio opposition met witli in Council showed that the Province was 
not ready fer a measure of this nature. 

<3- 'iS . — 1 am not sanguine of the success of such methods in India. In the 
pre.sent slate of public opinion, T consider that the assessment proceedings are 
still looked upon rather as a game between the assessee and the department, , 
and whero an assessee was found to have scored off the department, I think the 
public opinion of fellow asse.ssees would commend him as an astute player 
m the game, rather than condemn him as one who had defrauded the public 
in general. I may be wrong but that is my impression. 

Q. — I do not think that in India the question is of very great importance 

from an income-tax point of vieu. Although there is force in the contention 
that the effective rate of interest is higher in the case of the rich man, yet 
the device probably attracts the small investor who is saved the payment of a 
high rate of tax in the first instance to be recovered later after certain formali- 
ties and production of accounts and certificates. 

Q. Jf!j . — Interest on dividends from securities is still so small a portion of the 
assessed incomes in the Punjab, that the question has not been raised before in 
the department. The suggestion to collect income-tax by a special stamp duty on 
the coupon seems suitable. ' 

Q_ — ^Yes. As long as the Indian rate of tax is in almost all cases less 
than half of the British, the Indian Income Tax Department' is practically never 
called upon to give a refund under Section 49. 

Q. Ifl. — The Indian system appears to me the simplest and the easiest to be 
understood by the assessee, especially the smaller assessee. The old system of 
adjustment introduced in iJie Indian Income Tax Act of 1918 w.as an attempt to 
prevent injustice from undue fluctuation from year to year, but it was not 
understood by the assessee and was very unpopular. 


Mr. Mitchell gave oral evidence as follows : — ' 

The President. Q. — ^You are the Income-tax 'Commissioner of this Province,, 
and you have recently taken over chai’ge ? 

A. — ^Yes, Sir. 

Sir Percy Thonvpson. Q . — In your answer to question No. 33, you have shown 
the incidence of the main heads of taxation, 45 per cent as direct taxes and 55 per 
cent as indirect taxes ; and you also say that the only justification for an 
increase in the rates of income-tax purely as a substitute for other taxation 
abolished would be that the taxation abolished was such as had normally been 
paid by the same class of tax payers as pay income-tax. Do you regard these 
proportions as sacrosanct ? ' 


« 
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A ~^’o, t hive taken the actual iigurrs. The ratio sccm» to be rcaso lallc 

Q In EtisIanJ, I Ihmk tho proportion of dirisit and indirect taxation hji 

cliangcd round buico Iba V*ar Would it bo necessary to increase tlio rate m 
sulsuiulion for some other tax xxbicU should como on tho same people i 

A I understood tho question to niran tliat in tho oxent of any tax being 

abolished, would an lucrcaso in lUconio-tas bo suitable to obtain the same 
rovenuo as before from tho saiiiu persons ulw bttnofilkd b> tho abolition 
Q — Is the present distribution of direct and indirect taxes appropriate' 

.1 — 1 think It IS roughly oppropriato 

Q— \ou say that in tho X»uniab there is a xerj strong objtclion to direct 
taxalioa, how do jou account for that' It is not the sanio \silh tho people in 
the ^uth o£ India* *- 

4 —Some two )cars ago the now Small Ton ns Act came into force and the 
question of introducing the new oonstituUon in tho small towns in tho district 
J was then sorvia; in uas taken up. In ovary placo I found that tbo touns 
people would rather pay Rs iO m cAunj;! or octroi spread over tho whole year 
than pay Rs 5 as a direct lax 

Q •>-£xerybody tells us the same thing, but nobody explains wh> it is so 
4 — I don t know ozactly what it is duo to I tnado tho remark tiio other 
day to a brother officer that the pcopio bad a very great anlipath> to direct 
taxation, and his repl) was that this was only natural as wo all like to pay our 
taxes indirectly and not directly 

Q— Then, would )ou sa) tint the standard of education is higher in the South 
of India tlian In Northern India? 

4 -^It ma^ be so Tho higher tho standird of education the more ono sees 
how moch moro one loses over indirect taxation which roquirox 'll! elaborate 
establishment to collect it I cannot sa> «x-iclly what is duo ti it but while 
poopto uncomplamiogly pay m octroi much moro than thex would usually pax in 
indirect taxation, still they pay it happily rather than pa> a lump sum ot cxcii 
Rs 5 & year 

Tht Prt( d^nl (?— This is tho xicxv of tho smxll piople tiiat the hicr 
people, who i rni tho 'idDimistritixo bodies xxxnt to axoid taxing them 
sclxos Is this sot the xiew* 

4 —I think that this is true to a certain extent They Jo not trust tin 
Committco 

Dr IlyAer Q — Is tho disliko t© direct tixilion due to tho fxet that the 
CoRimdtce people need not 1 ivo to pay laves, nhils jxj tho octroi (hey can get 
from tboso who cannot pay direct taxes* 

4 — I thinx tlia ohjec on is unuersal, and in Uidsb amall towns evrrybodt 
from tho top to tho bottom objected to direct taxation and said that they xrould 
prefer to have octroi I think tho majority of tho people would not know 
xvho the xctual assessing body was Human nature being what it is, thej 
think that tho people on tho committco would not pay proportionately as much 
as the small people did The dehmto objection is to pay Rs 5 straight awax, 
whereas m ihuiQx they do not feci this 

Q — Everybody thinks that it may bo possible to escape from it’ 

4 — Yea, it may be so 


Sir Percy Thompson Q— You say with regard to tho scheme of graduation 
that one of tho differences m the Bntisb system is that there is a higher initial 
limit under which no incomo tax is taken I should have thought it was 
tecossaiy rather to justify tho height of tho limit of exemption m India, which 
is very much above the cost of subsistence In point of fact, the income tax 
limit of exemption for a single man w the same as for the married man Do 
you think the limit should he reduced* 


4 My impression is at present that in the case of smaller incomes the 
expenses of coUection would hardly be worth the result A very large number 
of assessees were let off when the exemption limit was raised m 19i8 


j po you think that there can be a different limit of 
different places* 


exemption 



J.--U f>e dune, bill 1 think w« huvo to talio into conaidcratiou that thero 

%vouul bo a l(H oi l).nl tooltti!;, 'I’lio poupln may not acu tho logic of it. 

y. Uoii t Vioi think it ia jnijtihahK*, apart from the atlmiiiiairalivc difficiilties? 

f think juritihcatioii could bu made, but it in going on very different 
!ino-i frmn thu-.o i>ii which \su li,»y<; gonu hitherto. Voii uie going to begin to 
open up veiy nuiiiy held;, wheio di.scriminatiotia of thL .sort couhl conio in. Wo 
na\c a many paycr.s living oaliilo tin; large lown.s, for o.vainplo, monev- 

Iciiuer;. atid ahop-keeperj*. * 

\ ou point on*, that in tint ca;-.e of non-agriculturiats in 
Indur an it.como below iiI;o 3.t.iC0 *\iui imt addietetl b> the n.se of drink or 

<lrugs, it i'< tlilhcuU to .see wh.rt contribution hs made to (ho Is’tato c.Kcept a very 
Mn.ill amount in exciae revenue on .. dt and lohacco. Doe,-, lie actually pay 

anytiiing towards tobacco J YoU .'ay that i.c the jiniij who ought to pay, but 

i.iter «in in answer to *jue.4i(.n N'o. -'.O you .*.»y that t4ie aa-sesMuent of all thc.so 
am.ill im'.iitie) to inemue-tas e.m h.trdly have been worth tins co.st of a.sae.ssment. 
Would it bo worth while to as-e.sj him to license tax? 

,1. — I think ineaiue-ta.x will be belter in that ease. We itivc.sligate many 
i.iMW .Old hud lii.it pwjple have .an mcome of Its. 1,CC0 or -so, find they arc let 
niT. if ymi me going to .c oc'i. them ai all, it would he wi.se to do" so as a 
wontinuatUm downward.s of the jirewent iiicome-i.i.x as-scssment. 

k*.— Wo’.tld you adopt the old .sv-stein where there wa.s a fixed .sum?- 

■(.•“I do iiot think it is neccvsary iiow. The justification in the old days 
w.i.s that we ofdy knew .in a .ic.'.sce’.s income appto.xintaleiy, now we arc very much 
more .iccuvate than in tho old days. 

kh — Do you think that your dopartjuent would bo able to do this? 

.-I. — 1 think they .should ho ahlo to do it. 

kh“Is your .-taff very fully worked? We v/ero told that they have no work 
for two of thiee month.s in the year. 

,1. — 1 would not .say that, but I have como in at the end of the year. If they 
do their work well, (hey may li.ivo some relief during some montlis of the year. 
At the pre-senl moment they :ire not overworked. 

Q. — Suppo.se your worit i,s increa.sed by giving you power to assess such 
people, how much si;iff would you require? 

.1. — I have not attempted to work out tlio figure,s how much time it takes for 
a man to assess. Hut spc.Tliiug roughly, we should have double the number of 
clerks and in addition more officers. 

Q. — Actually the e.xaminalion of hooks would ho very simple ? 

.1. — There "must bo some village money-lenders, etc., if they produce their 
hooks, it takes some time to examine them. 

Q. — Thero Ls at present .some duplication of staff. The local bodies are begin- 
ning to employ pensioned ciUcci's to assess their profession tax. Would you take 
over the assos.sment and pay the money over to the local body? You would also 
sccuro for your department the list of the people wdio are paying profession 
tax ? 

.1. — Yes, I think wo could do the assessmerd. But the haisiyat tax goes far 
below our e.xemption limit. 

Q. — Is profession tax below Rs. 500 a good tax? 

d.— I introduced one in my last district. There are people earning below 
Rs. 2,000 who want roads, schools, etc., but wore paying nothing either to the 
District Board or Government. In the lowest grade it is 'a capitation tax. 

(^/—Could vou without much difficulty assess haisiyat tax on incomes over 
Rs. 2,000? 

.q.„The Income-tax Department has to arrive at a decision as to what a 
man’s income is. 

Sir Percy Thompson. Q. — Suppose a man gets a salary and you only- want 
"to know' his total income, you do not care a pin from where he gets the income, 
suppose he has unearned income from dividends ? 

_,Ys far as this province is concerned, the assessment of salaried officials 
Iras' not* so far been done so systematically, but we should have a formal assess- 
ment at the end. of each ydar. We have now started a year ago a salary circle. 
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and the officer m charge makes a regular assessment in the same way as for 
business incomes 

Q — How do >ou proceed’ 

4 At the end of the year, every man is sent a form in which he j*? asked 

to fill in Ins income from salary and also any private income If there n, any 
private income, he will hara to pay tax on that also 

Q — Docs it happen only m a small proportion of the cases ’ 

A I have not gone into the actual figures of the circle If wo take the 

ordinary British official, probably, if they have any incomes at Home, they 
keep them at Homo 

The President Q — ^Will there be any difficulty in finding out which cuss of 
haisiijat tax he falls into’ 

A — I don’t think there will be any difficulty 

Q ^Would it be practicable to add profession tax to the income tax demand 

and recover it, and then pay it to the local body^ 

A — ^Yes, but we have no actnal powers of collection 
Q — Assuming you are made the agents for the local body ^ 

A — It IS possible' Even now, as it is in the case of people who do not pay 
their taxes, we have to resort to the district authorities As we have not actially 
got tho collecting power, we do not want to take the responsibility of collecting 
piofession tax We have no enactment requiring us to inform the bcal b'^dies 
confidentially what a man’s income is But if there were any income tax pajers 
who should pav profession tax, we>could tell the local body concerned, if this 
was made legal 

Q —Don’t you think tiiat hcm>/at taj should be graduated ’ 

A — We took the view m the districts that a man with an income over 
Es 2 OOO was already paying piogressive rates in income tax 

Q —Don t you think it is a fact jhat the general effect of local taxation la 
to tax the poor man more than the richer uan* 

A — I suppose it falls heavier on the poor man 

The octroi falls on the poor man, and the rich houseowner pay^ no mere 
in proportion’ 

A — Quite so 

Q — ^There is no sort of progression T 
A— No 

5ir Percy Thompson Q — Supposing I am running a business and I return 
my income as Rs 5 000 I will tell you that you can charge at your highest rate, 
would you still require to know my total income’ 

A — The form we send to the assessee requites him to state the total income 
from all possible sources That determines the rate of tax as well Even if 
you have securities, etc , it will be shown 

<2— Supposing I say you can charge me at the highest rate’ 

A —There is the statutory obligation that you must state all the income from 
dinerent sources 


Q —Would you really want to know the toUl income even if I sav th^t \ou 
can charge at the highest rate’ ^ 

A — Yes, we must know ' 

" 011 ^ 01 * i^’*^*^**^^”* So it i» perfe^,Uy easy to assess a centime additione! and 

A— We always insist upon the form being filled m fully sfatmir all the 
'u® statement is correctf we come to a 

definite finding as to what the mans mcome is 

bon®rSd"h?re,\“l"r‘ Ksessmeal, mterest on seennt* 


A —We do that m the case of super tax 
incoino IS ^ 


We always find what a man’s total 
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0^ suj)or-l.»x payers is smaller than that of income. 

tho'^..44'tax ’hcqh'f ‘Jillorriice between the Us. ‘50,000 and Us. 50,000, where 

n 1'^’ “ abic:>:,menfc of llio ce;it/;/-c 

Oisahiom I on Uiu tax (tmtx Londjj and sliaiea? 


J.—Y 


M. 


t?tr Perri/ 1 hiftni^wn. Q . — In (ho c;i5o of practicaliy all incomo-t.ax payers, 
jou apply lliu aupcr-iax procedure to get the total incoiuo? 

.1. — Kveryiiody luia to dcclaro his tot.ii income. 

Q, If they did not do it, th.at would give you trouble for assessment? 

•d. i es, WO only Jisscss on the inconiu directly a 3 Soss.ible. But in our 
ordin.iry procedure, wo detnand .a return of everything whether it is hixablo- 
or non-taxable. 


Q. In Liigl.uid e.\ce])t for the supcr-t.a.t, wo don’t earo about tho person’s 
total income. 

.1. We do in every casu ascert.ain tho total income apart from tho agricultural 
income. 

— Is tlmt the same all over the country? 

J — I think it must be so. 

Q ' — You don't believe in family .allowances. Is there not less taxable c.apac;iy 
in a inin supporting ten people than a single man ? 

.1.— As far ;u my experience goes, an Indian who gets .an income h.as to 
support a large number of cousiii.t and various other relations. I think in 
practice it would not be worth wiiilo, having regard to tho actual conditions of 
Indian life. 

7Vie Preiidint. Q . — Is inairiage practically universal in this Province? 

.1. — I think it is so. It is very unusual to find any man unmarried. 

Q . — With regard to s|uestion Xo. 55, if tho v;ords “or of sums shown to have- 
boon invested in prodiictiv,) enierpri.se’', bad been omitted, would you have- 
answered the spie.slion in the samo way ? Do you think there ought to bo any 
distinction in the rate? 

A. — 5Iy tUrficnlly was to draw' tho lino between earned and unearned. 

5'ir Percy 7’hompion, Q . — Would you not say that a man sitting in his- 
armchair .and dr.awiiig .'\n income from securities, ought to p.ay moro than a 
business man who gets 'Iio -s.aino income from his work? Wo don’t find any 
■ difficulty in distinguisliing this in England. 

A. — ^Yos, I think so. But my point was I did not seo that a very Large 
number of unearned incomes would ho found in India. 

Don’t you find that thoro aro largo unearned incomes in places like- 
Calcutta and Bombay? 

— I have no experience of tho large commercial centres. 

<2. — Do you get many applications for refunds? 

A. A lot of them aro adjusted automatically, because if a person Las a. 

business income as avell as interest on securities, ho returns his total income and' 
says what he has actually paid. Wo deduct from his total income-tax the 
income-tax levied at source. 

Supposing his whole income was tax-deducted. He will have to bo- 

exempted from payment? 

' 'i think wo would always issue a notice and make a formal assessment. 

If tax is deducted at the highest rate, you still make the assessment- anci. 

tell him if he has paid too much? 

A. I think there is hardly such a case. 

Q.—l suppose you do not get very many such cases? 

A. — No. 
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fhe PTtiiitnt Q — say that tha preset form of^ super tax on complies 
appears to be suiUble’ How do you justify supertax’ Do you know if there 
IS any lusUecation except that supertax is paid by individuals on the whole of 
their profits, while a company pays nothing on the piofits placed m reserve 
It was felt that this was not sufficient justification lO England It was repealed 
only last year 

A — I cannot giie you any specific answer one way or the other 

Q —1 quite appreciate your argument that the land pays its fair share oi 
taxation, and even on the smallest plot of land tome revenue is assessed and 
itcovexed ^ou say that th land revenue which is P^id by the agruulturist is 
re-^arded as rent and not as a Ux 1 thuik be has the use of a very valuable 
asset he has got the use of land, why should he not pay for it’ If you start a 
mill, the State does not provide yon with the machinery, but here it does piovida 
tha agriculturist with the land’ 

d — I think that IS rather going back to ancient times Most men would say 
that the land was aberited from bis father and so on. 1 suppose tliat jiroperty 
in land was admitted largely because of tho extra incentive it gave to the 
person concerned 

Q — Is that nob so when you find Imd revepue very small in proportion to the 
rental value’ 

A —I nvas rather thinking more about the primitive tune when the country 
W 1 S lying waste, and tlio people were encouraged to take up land and given 
«ome incentive to stick to it 

Q — Don fc you think that there is one more reason, we have been told by an 
official m the Punjab Gorornment that income tax on agricultural income would 
affect something like 2 300 people or so m the Punjab, cultivators who possibly 
nave an income of Rs 2,000 ’ 

4 —That aspect of the question corlainly occurred to me If you take 
theoretically land revenue a* ball the net assets or even a quarter, I should 
doubt if you will get many people who are paying more than Hs 1 000 a vear in 
land revenue 

Dr SydtT Q —In answer to question No 40, you say It would no doubt 
be more equitable theoretically to reduce the tatahle limit nearer to the sub 
sistenca level I should like you to tell us what exactly you mean by sub 
sistence level It must varv 

A —1 took it from the question I thought that it was assumed in the 
ouestion that the Indian limit, is higher in comparison with the subsistence level 

Str Percy Thompson Q — Can you suggest either legal or administrative 
changes which would help m making a more dose assessment of the income tax’ 
Do you ever institute prosecutions for fraud Or evasion’ 

A —Mr Darling, who ran the department for the first three years of its 
inception was rather averse to it in the early years He did not want to lanndi 
prosecutions too soon and one of the remarks he made in handing over charge 
to me Was that the time had probably come when wo should begin taking up some 
prosecut qns The other day one piosecntioa was started in Amritsar, but it was 
afterwards withdrawn I think we shall certainly have to start prosecutions 
before long 

The President Q — ^You impose a penalty’ 

A — ^Yes 


Q — ^How? 

4 penalty eqnal to the amount of the tax may be imposed It has been 
^ extent When the assessment is made a notice is issued to the 
tfifl Tnr.TTv.^T’^.^ months tune If he does not pay withm this penod, 

^ a penalty Thus, before we give up our 

attempts and hand over the «se to the District Officers, we can double the tax 
V~'l-h^t IS the penalty for delaying payment’ 
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■4- Yes. Bvit I have been struck with the regularity with wMch people now 
pay. within the two months. 

_ Sir Percy Thompson. Q. — Can you impose any penalty for the concealing oF 
income and deliberate evasions? 

-d. — ^Yesj there is section 28 of the Act. 

Q ‘ — Is that power used? 

A. — Yes, to a certain extent. 

Q ‘ — What is the penalty? ' 

— A penalty equal to the amount of income-tax which would have been 
collected. 

The President. Q. — ^Docs the penalty of refusal of appeal still stand? Under 
the previous Act you could refuse to hear a man who did /not submit his returns 
within a certain time. 

-d- — Yes. No appeal lies if a man has failed either to submit his return or 
to produce his accounts when called upon. 

Q . — That is a strong power? 

A.— Yes. 

Sir Percy Thompson. Q. — Willi regard to question No. 42, is there much 
evasion of income-tax by money-lenders? 

A. — Yes. Even people who sliow their accounts generally under-declare io' 
the first instance. 

Q - — And there was a Honey-lender’s Registration Bill recently introduced. 
What was the position with regard to the Bill ? 

A, — I really could not tell you straight away. 

Q. — If it is passed, it will help you? 

A. — ^Yes; considerably. 

The President. Q. — Is there any recognisec system of accounting? 

N A. — ilr. Dalip Singh will tell you about this. He is rather an expert in the 
matter. 

Q. — ^With regard to question No. 43, you do not think that action of the 
kind suggested would tend to encourage public feeling against the person who- 
evades income-tax ? 

A. — I do not think so. * 

Q. — ^Witli regard to 'question No. 44, is it not enabling the profiteer to- 
escape the tax for the rest of his life? 

A. — ^Yes. I suppose that would be the result. But here in India investment 
is still such a small item that tax-free securities do not matter. The real invest- 
ment is money lending. 

Dr. Paranjpye. Q. — ^What is your experience? Are income-tax free securities 
actually held by men who aic liable to .super-tax ? Do the returns that you get 
show- that the people who are likely to be liable to super-tax hold a large- 
number of these tax-exempt securities ? 

A. — They are not free from super-tax. 

Q . — r mean those who are likely to Be highly assessed. ^ 

A. — I have not looked into that point. 

Sir Percy Thompson. Q. — ^Is there really much evasion in the payment of 
income-tax from bearer securities? 

A. — ^I cannot say. 

Q. — ^With regard to the stamp, it will have to be at the highest rate of 
income-tax and super-tax? 

A. — ^Yes. 

Q —With regard to Q. 46, you say you are satisfied with the provisions- 
regm’ding double taxation. Do they work smoothly in practice? 
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4 — At the present rates, we only lome m when the Indian rate of tax Is- 
more than half the British ta'x. 

Q — Have >ou not lo giie certain ccrtificateo before the British authorities 
deal with tho man’ 

A — I never had a case, except one which was entirely on the wronj hns« 

I have not seen a case of actual double income tax and it is never likel^ to 
occur, I understand. < 

The Prefident Q — ^H&ve you any trouble with jour adjacent Indian Stales 
with regard to double income tax’ 

A — No It IS just beginning The only case so far is with respect to the 
salary of Government officeis sPrving in Indian Stahls, and the Government of 
India has guen a special con*«ession that these officers serving m the Indian 
States have first got to pay theiT income tax to the State, and then they pay the 
Briiish Indian ncome tax The British Indian Government refunds to them what 
they pay to the State, so that altogether they do not pay more than what tLsy 
have to pay on their salaries in British India 

Sir Percy TAompmn Q — With regard to aaestion Xo 47 you saj The 
Indian system appears to me the simplest and the easiest to be understood 
by the assessees Do you think that your svslem with all its varying rates 
and complications is simpler than the English system’ 

A —I would prefer the Eagltsh system on the whole \s it is the difference 
in tax between a man getting Bs 1,950 and Rs 2,050 is very great 

Q — You prefer the system of assessment on the previous j ear’s income’ 

A —Yes 

Q —You sav ” The old system of adjustment introduced in the Indian Income 
tax Act of 1918 was an attempt to prevent injustice from undue fluctuation from 
year to year" Is it uot ctifl existing’ 

A —It has been done away with 
C— Why’ 

A — Supposing we are making assessment for 1924 25 on the actual income 
of 1923 24 Suppose the income for 1923 24 was Rs 5 000 Kow we assess on 
that for 1924 25 Then in 1925 26 you find that the actual income for 1924 25 
was not Rs S/WO but, eay, Rs 10,<W 'Chetefore, you assess oa Rs 10,000 for 
1925 26, and, say, that as I-st jear the income was Rs 10,000 the as«essee rou®t 
pay now the difference n the tax on Rs 5 000 and Rs 10 000 Then if it 
went back to Rs 5,000 the year after you pav on the Rs 10,000, at the end of 
the thud year you would get a refund It was very cumbrous and people 
did not like it 

Dt Parart]pye Q — Do you tlimb that the present income tax machinery will 
be suitable for collecting death duties or succesMon duties if levied ’ 

J — It would bo a separate branch and wo would have to asqertain the capital 
value of the estate As wo find out the man's income from year to year we 
would be m a better position to arrive at his capital than a new department 
Otherwise it will be entirely a separate work 

Str Perry Thompson Q — ^Wo»ild you have information as to his securities’ 

A —Yes 

Q — As to his land ’ 

A —No , but we would be in a hotter position than an outside department 

The President Q — You willliknow about his cijpital on business, onlw 
movables and lands will have to bo valued’ 

A— Yes 

Dt Paranjpi/e Q — ^You charg oa rent of houses ard so yon will also have- 
house values’ 


A -Yes. 
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Xala DALIP SIHGH, M.A., F.R.E.S., Income-tax Officer, 
Amritsar, was next examined. 


Written memorandum oi Lala Dalip Singh. 

<2, 6. During 1920 T had collected family budgets of 189 persons of middle and 
tJie ion er classes residing in a town and in villages, including shop-keepers, 
teachers, clei'ks, foiyniers, and lahourei’S. After inspection of the homestead and 
its inmates, and after detailed cross-examination, I had filled up a form which 
was designed^ to express in money the income from different sources, expenditure 
on dmorent items, such as food, clothing, necessaries and luxuries, property, in- 
doutednes's, name, age, caste, residence, occupation, and the number of members 
of tho tamily. 

(I had examined residents of one town and eleven villages of a district' in 
the Punjab. In a country like India, where only six par cent of the popula- 
tion knows the three E’s. economic enquiry or research is a matter of no small 
difficulty. People are generally unwilling to disclose the details about their 
income and expenses.) 

I think that the statistics given iu Annexure C are fairly reliable to form the 
basis of an estimate of the incidence of taxation on different classes. 

Q. IG—Y es, wlieu any public authority in carrying out a work of public 
utility, incidentally confers value in a peculiar degree upon certain pieces of 
property, it has been admitted iu law iu many countries, that a special public 
charge should be imposed upon the value thus incidentally created, .which, since 
it is produced by tlie public authority, has been adjudged as belonging in a 
sense to the community. It should be in the shape of a betterment tax. The 
bottorment ta.x is levied iu Germany and England. The scheme can be formed 
by a committee appointed for the purposes. , 

Q. S3 . — In the event of a substitute being required for other taxation that is 
abolished, I would propose an increase in the rates of income-tax. 

I ^Yould apply it to incomes above Es. 10,000. The state- 
ment given in Aimexure E shows that the percentage of 

income taken in taxation above incomes of 1,000 sterling in India is less than 
the percentage of income taken in taxation in England, Austria and Prance.' 
The principle of equity in taxation is the principle of causing equal proportional 
sacrifice among the tax-payers, and taxation, which embodies the principle of 
proportional sacrifice, must be progressive, that is, the higher the net income of 
a person, the greater must be the rate at which he is taxed. 

Q. 35 , — There must be some differentiation in favour of earned incomes or 
of sums shown to have been invested in productive purposes. It is very neces- 
sary to make a difference between earned and unearned incomes in a scheme of 
taxation. Comparing two individuals, one who derives, say, Es. 10,000 a year 
from a perfectly safe investment in the funds, perhaps accumulated and left to 
him by his father, and on the other hand a man making the same nominal sum 
by personal labour in the pursuit of some arduous, and perhaps precarious profes- 
sion, or some form of business, to s'a.v that these two people are, from _the_ point 
of view of the State, to be taxed in the same way, is, to my mind, flying in tho 
face of justice and common sense. 

The question may arise as to how to differentiate between an earned and un- 
earned income. Of course, it is very difficult to draw a hard and fast line between 
the two. The test whether a given income is earned or unearned may be described 
as follows : — 

If it is derived from personal labour or from pensions, or from property 
foi’ming part of the emoluments 'of office, or from carrying on a business or 
profession, and the recipient is actively engaged therein, and is not protected 
by limited liability, then, such income is carped, otherwise unearned. Another 
difficulty may arise in distinguishing between ' incomes which are. either wholly 
earned, or partly earned and partly unearned, because there may be overlapping 
in dubious cases. The most practical way of dealing with the problem is to 
confine the differential’ treatment to earned incomes which do not exceed, say, 
Ss. 10,000 a year. (In this connection I would refer to the Eeport oi the Select 
Committee of 1906 appointed in England under the presidency of Sir Charles 
W. Dilke.) 


<4 
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Q. S 6 — In tljo assessment of income tax no allowance is made for the number 
of persons supported by tbe assessec, while Ibis is not the case in England It 
has been observed that m some cases, especially m the case of asscssees having 
incomes of Rs 2,500 or Its 3,000, tins is i great hardship If an allowance, say, 
of Its 1,000 IS made out of the income of an assesses for overv average family, 
it will not involve any proceedings of an inquisitorial nature (But this personal 
allowance is very ncces«ary in India, especially when the cost of living has 
risen very high ) 

Q 37 — Assessment of supertax on Indian companies m the present form 
should be continued At present super tax is levied on companies at a uniform 
rate of an anna per lupce, while tlia rate of supertax on individuals and firms 
IS on ascending scale up to a maximum of 6 annas a rupee The experience of 
the last three \cars has shown that this distinction has led to the formation 
of many bogus companies to avoid proper taxation and the problem to remove 
this anomaly is also under the consideration of tho Central Board of Revenue I 
would suggest that companies should be assessed to supertax at the same rales 
at which individuals and firms are assessed 

In one case two brothers, who were carrying on business jointly and were 
being assessed as a firm, had formed a company and got it regista'cd under the 
Indian Companies Act 'ibo shareholders consisted of both of them and their 
two wives In another case an individual had formed a company with bis threo 
sons 

Q !iS — Under tho prov^ion of section 4 (3) of the Indian Income tax Act 
agricultural income is exempted from tho tax It is quite clear that this section 
was inserted for purposes of what will otherwise turn out to be a double tax 
Let us see by an example how far th s tbcoiy holds gooil now Jhanda SiOgb is 
a landlord and possesses 10 of bind m the Lvnllpur district He has 

given 5 7 nuTaba$ to a farn or on fmtoi (participat on) system, and 6 tnuTabai 
to Basaiita Smgh, another firmer, on coiitrict for six veais at Rs 2,500 
a yea" who has again given it to another farmer Jlianda Singh pa>3 the land 
revenue The farmer who cultivates the land ind also Basanta Singh do not 
pav any tax to the State Thus the distribution of tax is not proper 

Again, as the land tax at present isMevied there is neither equality of sacrifice 
nor equity in its incidence It is assessed upon each acre, according to fertility 
and other conditions inespectivelv of the ability of the owner of land to pay 

There is not the Uavt doubt about the fact that the landlord class is not 
making proper contribution to the growing expenses of the State, although they 
havo undoubtedly grown prosperous during the last 25 years In this connection 
it will be interesting to mention that the land rovenue demand of the Punjab 
(■440 lakhs) gives an aierage of Its 2/6 per head of the rural population or 
Rs 10/11 per familv, while the income tax demand for the province works out 
to Rs 3/3 per head of urban population or Rs 14/5 per family The income 
of landlords derived from aenculture and subject to permanent settlements must 
be taxed Incomes of small peasants proprietors who cultivate land with their 
own hands should be exempted Net income of the absentee landlord or the 
moneylender, who has become a landowner tiuough the foreclosure of a mort- 
gage, must be assessed to income tax Income from jagirs (land revenue assign- 
ments) should also be assessed 

Du'ing 1921 22 and 1922 23, I was posted m the Lyallpur district (Canal Colony) 
The prices of grains during that period had gone up enormously Most of Ae 
big landlords of the district, who get grains of 'overal thousands of rupees every 
SIX months, had kept stock with them at harvest time, and had sold it later on 
•at a very higher profit There is no reason why they should not pay proper 
contribution to the State expenses 

Q 40 — It Will be fair to reduce the limit in the case of income tax to some- 
thing nearer to the subsistence level, say, Rs 1 000, in case this sum of Rs 1,000 
IS altogethei exempted as menUoned in reply to question No 36 

Q, ii — The introduction of a centralised and more efiicicnt system of income 
^x control has led to a fair assessment I may here quote from the Income tax 
Report, Punjab, for 1923-24, " owing to accounts being kept on a more systematic 
basis, it was possible to determine exact profit or loss m 2,466 cases as atrainst 
only 1,S65 in the year befere” ® 

The assessment of income Jax dumg the last two or three years under tho 
present department has been fair to both the public and tho Stale In the 
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former income-tax reports it is stated that the small man tends to bo over- 
assessed and the big man to bo under-assessed. Over 2,500 assessees previously 
assessed, are no longer taxed. In two districts alone, Montgomery and Multan, 
nearly 800 were set free. The work of the now department has been done with 
less respect of persons than perhaps was possible under the old regime. In two 
years, the number of those who pay super-tax has risen from 77 to 103, and of 
those assessed on an income of* Its. 25,000 or more from 331 to 552 in this- 
province. 

Q. I do not think that any such scheme would be acceptable by the busi- 
ness community in this country, Indian nature being very conservative, Mr. 
Thornton had remarked in his report on agricultural indebtedness that the rural 
money-lender was keeping very irregular and incomplete accounts, and it 
a%'Ould be very, useful if he is asked to keep his accounts in a prescribed form. 
Under orders of tlio Commissioner I had made enquiries from money-lenders in< 
the Ludhiana district and none appeared to be willing for the same. 

Q. !fS . — ^The adoption of the methods mentioned in the question will lead 
to great agitation and dissatisfaction in this country. No business man likes 
to give out the secrets of his business even to his neighbour. In spite of 
section 54 of the Income-tax Act, according to which all records are treated as - 
confidential, representations are made to the Commissioner of Income-tax 
frequently tliat the subordinate staff .should be instructed to see that nothing- 
goes out of an Income-tax Office. 

The Chamber of Commerce at Delhi had represented to the Commissioner 
very recently that the accounts of an assessec must be examineti in a separate- 
cubicle, where no one except the e.xaminer and the assessee should be allowed 
to enter when the exannnation is going oii. Income-tax records should not be 
made public records in India, as is the case in American States. 

Q. J/.7 . — The present arrangement in regard to the assessment on the previous • 
year's income is satisfactory. The people are not so habituated in keeping regular 
accounts as to produce for inspection accounts for three years to find an average - 
for assessment purposes. 

Qs. 170 and 171 . — ^Tha machinery of assessment consisting of local boards _of“ 
ofiiciajs and non-officials cannot be successfirl. It would lead to more evasion 
and defective distribution of ta.x. Tire richer, who generally have great in- 
fluence, will be lightly taxed as was the case a few years ago, before a separate • 
department was established for the administration of the income-tax. The 
assessor should not be dependent for the retention of his office upon the favour- 
of the people whom he assesses. 

The Provincial Civil Service is at present divided into two branches — (1) Judi- 
cial and (2) Executive. It should have a third branch — ^Revenue. Gazetted officers 
in charge of assessment and collection of land revenue, income-tax, etc., should 
belong to the revenue branch of Provincial Civil Service. When the separation 
of executive and judicial is complete, officers in charge of revenue work will be,- 
relieved of a lot of judicial work. They will have ample time to attend to- 
other duties. In small districts ' the income-tax and excise 
O' revenue administration can be amalgamated without any decrease in efficiency, 
and on the other hand it will decrease the expenses of the administration. The- 
expenses can in that case be divided between the Provincial and Central Govern- 
ment in proportion to the revenue received by each. 


Lala Dalip Singh gave oral evidence as follows 

The President. Q.~Yon are the Income Tax Officer in Amritsar? 

A. — Yes. 

Q . — How long have you been in the department? 

A . — I joined the department in 1921. 

Q . — ^What were you before that? 

^Before that I was doing special work under the Department of Industries,- 

Punjab. 1 

<9 .—You collected the family budgets of 189 persons? 

A. — ^Yes. 



139 


<2— Did jou form an> opinion as to the proportion of the expenditure of 
these people that went in taxes’ 

A —I collected 189 budgets of representatiie classes I divided the population 
into four classes, the labouring class, the middle class, the farmers, and persoua 
having fixed incomes ^uch as clerks and teachers 

<2 — Did your analj sis include an analysis of the amount spent in taxes in each 
case’ ' 

A — No , I did pot include that 

Dr UydtT Q — Is it one of Ih^ publications connected with the Boa-d of 
Economic Enquiry or is it private? 

4 — I prepared it prnatelj 

The Dresident Q — Can you give ns a copy of jour paper’ 

A — \es, 1 can send it to jou 

Q — Have jou formed any views as to the different taxes which afiect 
different classes of the population’ 

A — Flora that enquiry I did not corae to these conclusions, because I was 
not interested m that I wa* only interested iti the economic condition of the 
people 1 have made enquiries twice once v hen I was a student of the Sf 4. 
class and then again when I was working under tl e Board of Economic Enquiry 
Q — Have you gone into the question of the proportion of an individual’s 
expenditure which goes in taxes’ 

1 — No, I did not take that into account at all 

(2— You ascertained the income and vepaiated *1ic expenditure items, and 
you allowed nothing for taxes’ 

As I was not interested m that point I did not consider it I prepared 
A form containing about 60 questions and f filled up that form m the case jf 
ev*ry family 

Q — But none of those questions touched the question of taxation ’ 

<1 — 1 noted the amount which was spent in taxes but I did not come tc 
any conclusion 

23r Hyder Q — With regard to Q 16, joii are of opinion that the State should 
take a share of the increase’ 

A — ^Yes I think that when there is an increase in the value of property 
the State is justified* in taking a share of that increased value That has been 
admitted in every progressive countiy 

Q — ^What share should the State take’ 

A — I did not thmk it out, but I think that the scheme can be worked out by 
the Committee after some deliberation and studj of taxation m different 
countries like America and Germany Now take the case of irrigated land m 
Lyallpur and some other districts There the value of the land has enormously 
increased and that is due to the canal system I do not see any reason why 
the State should not take a share of that increased value 

Q — ^What form should that share take — an annual charge or a lump sum or a 
terminable annuity ’ 

A — An annual charge 

Q — Would jou add that on to the water rate and land revenue’ 

A -r-Yes, it can be added to the land revenue 
Q — Are jou interested lA the question of water rates’ 

A — am not 

Q —Yon do not think it difficult to diUerentiate * other improvements 
from the increase m value due to the application of water’ No comphcatiois 
would arise’ 

A — I do not think any complications would arise 

Q— I suppose the effect of a rise m prices can be separately distinguished’ 
A —Yes 


thy r.iti* ti{ 

'^.vpilal vaiiui of flu' Kind. 
a.-AVa. 


iutwoat taivcly tluro will be an increase in tile 

You Would take tliat into consideration ? 


J7ic i'rc.mir.iif, q.~~\uxi propose^ an iucreaao in the rates of income-tax. 
Have \ou coiup.ived the r.itcs on hij'her incomer. — the rate of incerno tax “plus 
super-tax-- with (he total income-i? 

^ .!. I rtudied the fs;^iire.-i which are given in the annexure. The percentage 
ot inconu: tal;eu in (axatio:! in India on an income of JS1,000, as given in the 
msuv.xurcs m less th.in ihat in Etigiand, Austria and France. 

\ou you would .spplv the i!ici<',i.sed rali-.s to all incomos above 

n,. iO.Uvd? 


.1 . — I'd. 


td—- In Knijl -.-.d when .ui inconu* reaciic. £IC0,QQQ t!io percentage is 52 and in 
India it ii CtO'j. U'ould you iiui.ic.a* tiii-. oO'OJ Your d’orntni-sioner says that 
ve.-y high rate-, of income-tax are usu.-illy rcg.irded ns an e.xpedicnt for raising 
leveime in, tinu-j of gr.vve national c-moruency. IJut would you have that in 
nonn.i! times? 


.i.~-in normal lime... ihi.> is the iimsimum. lint under tlie present system 
inconu”. uiaive one Kikh .ire charged at high rates; Kui incomes above Its. 10,000 
and Ih-Iow lie -50. 00*0 are not .so he.ivily clv.'irged. 

Sir lyrt-i/ Tht>inj,''nt. f,».— In au’aWer to (^. 55, you .eay ‘There must lie some 
differentiation in i.iMiur of earned inco-.iu-. or of siinm shown to have* bean 
iiive.sted ui jiruductiw purjio.cs. JIow tire you ituing to administer that? How 
Ki it po.-'dtd.e to iind out wiu-.l .nnonnt h.is been invested in productive purposes? 

.I.-~Of eour;..' it is v.ry dilticidt to draw a haril and fast line between the 
two, «.c., earned and unearned. But wo can fmd out whether it is unearned. 

Q . — How are you going to make an tdfuwance on sums siiown to bo invested in 
produclivo purposes? 

.1. — 5ome e.xemptions miglit bo allowed in the case of earned incomes and 
after (hat wu eati apply the r.'do of unearned incomes. 

Q , — .Supposing my income is Ils. 10,000 and I invest Rs. 2,000 out of it in pro- 
duc'ive i-merpriM-s. 'i’!u- .suggestion is fliat yon ttre* going to clinrge it at a 
dilior-nt rate. How are you going to woi-i: tiiat? 

.-I. — 'I’iu-ve e.in be a section in the Act to the effect that unearned incomes 
would he t.ixcd at a higher rale and we can exclude frofti the total income 
sums investeil in jiroduclive purposes. 

The President. Q . — I think our question rather misled you. There are two 
propositions. One is to differentiate in favour of earned incomes. Another 
proposition i.s, when a heavy tax is levied it is apt to make people save less; 
in order to counteract that, it is propo.sed that you should levy a lower rate of 
taxation so that money may go into production. That is a quite separate proposi- 
tion. 

Sir PcTC]/ Thompson. Q . — In answer to Q. 36, you say that an allowance of 
Es. 1,000 should bo made in the ca.so of people with an average family. We 
have just heard ihat the present system works fairly equitably. But most of 
the income-ta.x payers have to support a number of dependants. 

•! Mv point is t’mt under the Act there is no system of nersonal allowance. 

If I get an income of Bs, 2,500 I have to pay income-tax on Es. 2,500. But this 
is not the case in England. 

Q . — ^But in England there are some people who.<> support families and some 
people who do not. If every income-tax payer has a family to support there is 
no point in making an allowance. It would be much better to raise the exemption 
limit wbeti it is common to everybody. 

a 

A.— But now everybody feels that he is paying^ income-tax on every pie of 
his income. There is no exemption at all. I think there should be some 
personal allowance according to the size of the family. In the case of a ^Kndu 
joint family wm can make a somewhat higher allowance and there must be a 
personal allowance in the case of every assessee. 
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Q —But surely you don’t need it when you have different rates You ^et 
graduation either by exempting the first slice o! income or by charging different 
rates according to the size of the total income You have chosen to adopt in> 
India the second method But having done that there is no reason why you 
should adopt tiie other method too 

A, —But I think it is better that there should be some personal allowance 
made, because m that case everybody has the satisfaction that something has 
been allowed for his expenditure 

Q —"With regard to Q 37, you say assessment of super tax on Indian 
companies in the present form should be continued And you also say that 

the rate should be increased to 6 annas m the rupee— the rate which is charged 
on individuals and firms Then if I happen to hold shares in a company, I will 
have to pay income-tax and super lax and the company has to pay the super 
tax at the rate of 6 annas So that 1 pay two super taxes and one income tax 
Is it fair’ 

A — ^Bub we can have a clause added to section 48 of the Act to the effect 
that in the case of a shareholder of a company refund should be albwed on the 
amount of dividends, caJculated at the ditterence between the rate applicable to 
his income and the rate at which the company was assessed to super tax 

Q — Assuming that I am a millionaire and I have soma shares in a company 
and the company pays income tax on the whole of its profits , that falls on me as 
a shareholder Now you are going to put on a super tax and that falls on me 
After that I pay my ow n super tax Now, do you mean to substitute the super 
tax on the company for the super tax on the individual ’ 

1 — The individual can claim refund of the excess paid as a shareholder in 
the company 

I can give you ono instance Suppose I am a shareholder and the company 
IS a.9ses5od to income tax and super tax under section 48 I can get refund on the 
amount of dividend cakulated at the difference between the rata applicable to 
my income ind the rate at which the companv was assessed to income tax 
■We can 'ipply the anmc provision for super tax If I have already paid more 4s 
a shareholder I will get a lefund here This is my suggestion At present 
there ate many liogua companies formed In one case two hrotbers who were 
carrying on business lointlj and were being assessed as a firm formed a companv 
and got it legistercd under the Indian Companies Act The shareholders con 
sistcd of both of them and their two wives 

The President Q —'What Sir Percy Thompson M.ys is this At present th« 
individual who has shares m tho company is subject to two super taxes and an 
income tax That is the present practice 

A — He do^s nob pay the super-tax at tho same rate 

Str Percy 1 homjison Q — At present he has to pay income tax, super tax, and 
super tax on the profits of the company at one anna in the rupee 
Yes 

Q — What you propose to do is to raise the one anna to six annas So that 
I might have to pay income tax at the maximum rate super tax at the maximum 
rate and super tax again at the maximum rate, t e , at the company rate 

A — The shareholder can get refund of the excess paid under section 48 oS 
suggested above 

Q — Do you mean that the rates of super tax should vary with the company’s 
profits’ 

A — ^Tho company should pay super tax in the same manner as individuals and 
firms do 

Q --Your shareholders consist of different people ranging from millionaires Itf 
almost paupers Why should tho supertax be paid on the income of the indi 
vidual’ Surely it is very illogical to have a varying rate of supertax on the 
company 

^ present there is this evasion I have given you one instance of 
two brolnCTS and their wives carrying on business jointly, paving super tax at 
the rate of one anna only 
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■ ^•■“■S’^PPOse Oie of interest falls j surely there will be an increase in the 

, - capital value of the land. You would take that into consideration ’ 

4,— Yes. 

J'ke President. Q. — ^You, propose an increase in the I'ates of income-tax. 
Have you compared the rates on higher incomes — the rate of income tax rdus 
super-tax — with the total incomes? 

■4- — I studied the figures which are given in the annexure. The percentage 
of income taken in taxation in India on an income of £1,000, as given in the 
annexure, is less than that in England, Austria and France. 

<9- — You say you would apply the increased rates to all incomes above 
Rs. 10,000? 

A. — Yes. 

' England v/hen an income reaches £100,000 the percentage is 52 and in 

India it is 39'0. Would you incraese this 39‘9? Your Commissioner says that 
very high rates of income-tax are usually regarded as an expedient for raising 
revenue in^ times of grave national emergency. But would you have that in 
normal times ? 

A . — In normal times, this is the maximum. But under the present system 
incomes above one lakh are charged at high rates; but incomes above Es. 10,000 
and below Rs. 40,000 are not so heavily charged. 

Sir Percy Thonvpson. Q. — In answer to Q. 35, you say ‘ There' must be some 
differentiation in favour of eaimed incomes or of sums shown to have* been 
invested in productive purposes. How are you going to administer that? How 
IS it possible to find out what amount has been invested in productive purposes? 

A. — Of course it is very difficult to draw a hard and fast line between the 
"two, i.e., earned and unearned. But we can find out whether it is unearned. 

Q . — How are you going to make an allowance on sums shown to be invested in 
productive purposes ? 

A. — £'ome exemptions might be allowed in the case of earned incomes and 
after that we can apply the rate of unearned incomes. 

— Supposing my income is Es. 10,000 and I invest Es. 2,000 out of it in pro- 
ductive enterprises. The suggestion is that you aro going to charge it at a 
different rate. How are you going to v/ork that? 

'1. — There can be a section in the Act to the effect that unearned incomes 
would be taxed at a higher rate and we can exclude frofti the total income 
sums invested in productive purposes. 

The President. Q. — I think our question rather misled you. There aro two 
propositions. One is to differentiate in favour of earned incomes. Another 
proposition is, when a heavy tax is levied it is apt to make people save less ; 
in order to counteract that, it is proposed that you should levy a lower rate of 
taxation so that money may go into production. That is a quite separate proposi- 
tion. 

Sir Percy Thompson. Q. — In answer to Q. 36, you say that an allo-vvance of 
Es. 1,000 should be made in the ca.se of people "ivith an average family. Wo 
have just heard that the present system works fairly equitably. But most of 
the income-tax payers have to support a number of dependants. 

•I . — Alv point is t’l.Tf under the Act there is no system of nersonal allowance. 

If I get an income of Es. 2,500 I have to pay income-tax on Es. 2,500. But this 
is not the case in England. 

Q . — ^But in England there are some people who.# support families mul soino 
people who do not. If evei-y income-tax payer has a family to support there is 
no point in making an allowance. It would be much better to raise the exemptiou 
limit when it is common to everybody. 

A. — ^But now everybody feels that ho is paying income-tax on every pie ot 
his income. There is no exemption at all. I think there should “O some 
personal allowance according to the size of the family. In the case oi a m 
joint family we can make a somewhat higher allowance and there must uo, 
personal allowance in the case of every asscsseo. 
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Q — But surely you don't need it when you have different rates ^jet 

graduation either by exempting tho first slice of income or by charging different 
rates according to tho sizo of the total income You have chosen to adopt in» 
India the second method But having done that there is no reason why you 
should adopt the other method too 

A —But I think it IS better that there should bo some personal allowance 
made, because in that case oaerybody has the satisfaction that something has 
been allowed for his expenditure 

Q —With regard to Q 37, you say “assessment of super tax on Indian 
companies in tho present form should bo continued* And jou also say that 
tho rate should be increased to 6 annas m tho rupee — the rate which is charged 
on individuals and firms Then if I happen to bold shares in a company, I will 
have to pay income-tax and super tax and the company has to pay tho super- 
tax at the rate of 6 annas So that 1 pay two super taxes and one income tax 
Is It fair’ 

A —Bat we can have a clause added to section 48 of the Act to the effect 
that in the case of a shareholder of a company refund should bo allowed on the 
amount of dividends, calculated at the dillerence between the rate applicable to 
his income and the rate at which the company was assessed to super tax 

Q —Assuming that I am a millionaire and I have some shares in a company 
and the company pays income tax on the whole of its profits , that falls on me as 
a shareholder Now you are going to put on a super tax and that falls on me 
After that I pay my own super tax Now, do you mean to substitute the super- 
tax on the company for the super tax on the individual ’ 

4 —The individual can claim refund of the excess paid as a shareholder m 
the company 

I can give vou ono instance Suppose I am a shareholder and (he company 
18 Rosessed to iticome tax and super ta\ under section 48 I can get refund on the 
amount of dividend cahulated nt the difference between tho rate applicable to 
my incomi and the rite at which the companv was assessed to income tax 
Wo can apply the same provision for supertax If I have already paid more is 
a shareholder, 1 will get a refund here This is my suggestion \t present 
there are many Ijogus companies formed In one case two brothers who were 
carrying on business lointly and were being assessed as a firm formed a company 
and got It registered under tho Indian Companies Act The shareholders con 
sisted of both of them and their two wives 

The. pTtudent Q —What Sir Percy Thompson says is this At present the 
individual who has shares in the company is subject to two super taxes and an 
income tax That is the present practice 

A — Ho do^s not pay the super-tax at the same rate 

Sit Percy Thom-pion Q — At present ho has to pay income lax, super tax, and 
super tax on tho profits of the company at on© anna m the rupee 
A— Yes 


Q —What you propose to do is to raue tho one anna to six annas So that 
I might have to pay income tax at the maximuni rate, super tax at the maximum 
rat© and super tax again at the maximum rate, i e , at the company rate 

A — The shareholder can get refund of the excess paid under section 48 os 
suggested above 


Q — 1*0 yoii mean that the rates of super tax should vary with the company’s 
profits’ ^ 


A — The company should pay super tax m the 
firms do 


same manner as individuals and 


Q Your shareholders consist of different people ranging from milhonaires ttj 
almost paupers Why should the snpartax bo paid on the income of the indi- 
vidual Surely it is very illogical to have a varying rate of super tax on the 
company ^ 


present there is this evasion I have given you one instance of' 
two brothers and their wives carrying on business jointly, paving supertax at 
the rate of one anna only . o r 



142 


Q.— Surely it is hard to charge super-tax on the total income of four partners 
■"when the income of each is only one-fourth of it. 

is why I have suggested that we should allow refund for super-tax 
to a shareholder as in the case of income-tax under section 48. The shareholder 
can apniv for adjustment ‘and he can claim the refund of super-tax paid as a 
shareholder.' 

Q. Suppose they do not distribute the dividends ? 

— Tiiey cannot claim any refund if they do not distribute the dividends. 

Q - — ^You are in favour of charging to income-tax incomes from agriculture? 

-d. — ^Yes. 

Q - — Do you think you can get any large amount of revenue proportionate to 
the trouble of collection? 

, — I have not calculated the exact figures; but I think we can. 

— It is urged that there are 2,300 people out of 3^ million cultivators who 
would pay any tax on that basis In this province. Will it be worth while to 
> collect it under these conditions. x 

A . — I cannot say at this moment; but I think that the bigger landholders 
have become prosperous and there is no reason why they should not pay more ' 
for the growing expenses of the State. ^ '' 

Q - — But it is a question of expediency. • You could not single out the bigger 
landholders and even that may be very troublesome Crd not worth while. 

A . — I have already stated in my answer that the land' revenue demand of 
the Punjab gives an average of Rs. 2-6-0 per head of the rural population or 
Rs. 10-11-0 per family, while the income-tax demand for the province woi’ks 
•out to Rs. 3-3-0 per head of urban population or Rs. 14-8-0 per family. 

Q . — ^What is the deduction you draw from that?' 

A. — That the landholder pays less revenue to the Government. 

The President. Q. — ^Why do you distribute the income-tax demand over the 
ua-ban population only? Ar-e there not income-tax payers in the villages? 

A. — There are very few as compared with the urban population. I have 
taken the figures from the census report. 

Q. — You say that the great bulk of the income-tax payers live in towns ? 

A. — ^Yes; I do not remember the exact figures at this moment. Take the 
case of the jagirdar. He does not pay income-tax to the State. 

Dr. Ryder. Q. — ^For services rendered to the State in the past he is getting 
a certain income. ' v 

A. — ^But why should he not pay income-tax on that reward or income? 

The President. Q . — You treat the jagirdar’s income as an agricultural 
-income? ! 

A. — It is treated so in the present Act. 

Q. — ^What is the section? 

A. — Section 2 of the Act — definition of agricultural income. 

. Dr. Ryder. Q. — Do you assess these jagirdars to income-tax now? 

A. — Ho; they are not assessed. I had issued notices to certain of them; 
.but I received instructions thak, these incomes are not taxable. 

The President. Q. — Could you give me the ruling. 

A.— It is a" note added to -the instructions issued by the Government of India. 

It is in the Income-Tax Manual, “Assignment of land revenue to a jagirdar 
is not assessable to income-tax in the hands of the jagirdar.’’ j?. 68 b. I. T. 
Manual). 

Dr. Paranjyye. Q. — Suppose a man gets money from the Government in the 
-form of an allowance, 'do you charge it? ' ' 

A. — Unless it comes under the exemption granted by the Government of 
'.India, it is taxable. 
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Dr Hyder Q — With regard to thi& question, >ou say, that it is found 
that the lural money lenders keep very uregulai and incomplete accounts 
Would you require the money lendeis carrying on business to keep their accounts 
in a regular form’ 

A — ^Yes, if it he possible 

Q — Supposing they are made to keep accounts by law ’ 

A — Yes, it would be very helpful to oar department I made enquiries in 
the Ludhiana district about ttos, Wt the people were not prepared for this 

Q — ^You say that no business man likes to give out the seciets of his business 
■even to his neighbour Do you think oar people are so distrustful of each other ’ 
A — Certainly I remember some tune ago the Chamber of Commerce at 
Delhi had made a representation to the Commissioner that the accounts of an 
assessee should he examined in a separata cubicle, where no one except the 
examiner and the assessee should be allowed to enter Again no business man 
likes that secrets of hts trade may he kSown to other people, because it is 
•against his interest ^ 

Q — ^Does an assessee give you any mfocmation unless it is foiced out from 
him ’ 

A — He knows that if he does not give it, he will be asse^ed to the best of 
the judgment of the assessing officer So, there is no duBculty in gel*mg 
information from him 

Q— Have you not got a system in the Punjab known as the Sialkot system, 
unde'* which the vakils and other classes pay a certain lump sum ’ 

A — As far as my experience goes, there is no such system 
Q— Do you know a book written by one Mr Pagar’ 

A — No \t present I do not know if tbe system is in vogue It inay 

have been m the old days 

Dr Paranjpye Q — Do you receive many anonymous petitions’ 

A >-In many cases we receive them and we keep them carefully and moke use 
of them in making enquiries Sometinies 1 ask my Inspectors if there is any 
truth in them 1 do not throw them awa> as is done by other officers I found 
that in many cases they are useful 

The President |J>— What is your experience of the system of keeping 
accounts in the Punjab, do tliey keep regular daybooks and ledgers’ Is it 
a uniform system’ 

A —Yes 

Dr Paranjpye Q — Is there one set of books for the income tax officer 
and another set lor themselves’ 

A — I have no experience of this 1 had no case of that sort I had cases 
in which people had different set of bat khatojs for different souices of income, 
that IS, one for general merchandise and another for money lending business 

Dr Hyder Q — Regarding these accounts, are they kept in one language’ 
Surely it is difficult for the income tax people to find out tlie secrets of these 
traders ’ 

A — No, at present every income tax officer is required to pass an eaumina 
tioQ m Hindi 

Q — By Hindi do jou mean, Lande or Nagri’ 

4 — I mean Lande 

Q — Since they have got to fir d out different secrets, your department must 
be surely an expert department in the science of deciphering these languages’ 

A — ^Even Muhammadans and Sikhs and other people keep their books in 
Lande. There is not much difficulty in this I have discussed all the characters 
and tbe sjstcm of accounts m in the Punjab in my book. 

Lande characters used in the Ponjab are not uniform, we have got the Multani 
tjrpe, Mahajani type and so on The latter is common m districts like Amb^a 
-and Delhi 

^■“What IS the system of accounting among these people’ 



A. — It is^ not very difficirlt, but there are some differences. The system 
of accoimts is the same, they liave got one ro/car, one khata, etc. The system, 
is the same though there might be some slight differences in characters used. 

Tha President. Q . — Are your officers fully worked? 

A.~l think they are fully worked, but generally from February to March' 
there is not much work for the officers except collection work. 

Q ‘ — How do you deal w'ith the outlying assessees? 

A . — Generally an attempt is made to go to the headquarters of the tahsiiC 
and in some cases we go into the big villages where the assessees of the neigh- 
bouring villages also are called, and we examine their books there. 

Q ' — In towns you discover the new assessees by house to house inspection? 

A' — ^Tes, we have got Inspectors and wo have got regular registers in which 
entries are made when the survey is done, and when there is any new case- 
detected by the Inspector, he sends his report to the Income-tax Officer. 

Q ‘ — How do you do Avith regard* to the people outside the towns? ' 

A . — The Inspector goes to the villages and finds out if there is anyone having: 
taxable income, but paying no tax. 

Q. — Have you got enough staff? 

A. — ^Tes, we have enough at present. 

<2- — ^Do the ordinary revenue authorities help you at all? 

A. — Sometimes they give some information about the assessees, otherwise- 
they have not got much to do with us. 

Q - — Is there no standing order about this? 

A. — As far as I know there is none. Generally the Tahsildar is able to 
help us, as he more often visits the villages in his jurisdiction, and thus he 
is in better touch with the people than the Income-tax Officer. Therefore his- 
help is always very useful. 

Dr. Hyder. Q . — The lowest grade officer in your department is the Inspector ?' 

A. — Yes. There are Assistant Income-tax Officers as well. 

Q . — How many officers do you have in each district? 

A. — Take the case of Amritsar, it is divided into two circles, eastern and; 
western, the whole town of Amritsar and the tahsils have been divided into 
two circles, and there are two ,Income-tax Officers, one in charge of each circle. 
There is one Assistant Income-tax Officer and one Inspector in each ch’cle. 

Q . — Is that so in every district of the Punjab? i 

that is not the case in every district. In other districts there will' 
be only one Income-tax Officer. 

The President. Q.— Can you tell me the average number of assessees in 
each district? 

A. — 800 to each assessing officer. He is designated as Income-tax Officer.. 
He is an officer of my standing. 

Q . — The assistants do not assess? 

A. — ^They assess incomes up to a certain limit, say, Ks. 5,000 or Es. 10,000,- 
They work under the Income-tax Officer. 

^.-r-How many Inspectors are there now? 

A.— At present I have got 2 Inspectors and one Assistant Income-tax Qfficen- 

Q . — You deal with 800 cases? 

A. — ^No, at present I have got 1,200 cases. 

Q. — ^You and the other three altogether deal with 1,200 cases? 

A. — ^Yes. 

Q . — ^That is only with regard to Amritsar ? 

A. — Yes. 

Q, ^In other districts, they have got one Income tax Officer and one- 

inspector ? 

A. — Yes, Sir. 
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Salyid MUHAMMAD HUSSAIN, M.Ii.C., Shergaih, 
Montgomery, was next examined. 


WrtHen memarandum of.Salyid Muhammad Hussain. 


O 10 —Sales of land tako place nsually when soma new canal project 
maUnalises, and all Crown waste lands then sold are debited to the capital 
loan account to extmgmsh the debt, quite apart fwin the land rev^ue Trees- 
m our province are the property of the District Board or Forest Department, 
0 " of private owners Revenue from penalties is negligible It only accrues 
from newly colonised parts by enforcing the rules 


<? //—No 

Q 12 — ^Forest revenue realised from the grazing fee falls withm the scope 
of tax, that from the sale o! wood, if derived from the locality where ttvo Sote'-t. 
IS situated, is a tax, otherwise not 

Q IS In all cases of the Government commercial or senu commercial 

ondertakuig, endeavour should be made to secure the return on the capital 
outlay mcludmg the working expenses, p/us something more m the form of a 
sinking fund to extinguish the debt, so that the burden of removing the debt 
be shared by the future generation as well Commercial return or monopoly 
profit should be deprecated In all cases where the utility is by the masses- 
mostly poor the element of tax appear 

Q /^— There is an element of taxation m railways, tramw^s^ etc., to the 
extent it u borne by the poor Circumstances have so changed la India that 
to earn the very livelihood one baa to travel very extensively and the expenses 
incurred by Iho masses in tiiat vray have the mcidenco of tax 

^ IS— The chargo for (he water supplied in the Punjab is adequate The 
net income derived from canals mcludiog the non perennial cbaouela is about 
14 per cent on the capitvl outlay These canals were started by raising loans for 
two purposes (i) to cliceh famines and poverty on account of the scarcity of 
rains secondly to ensuro the land revenue, wbicli had to be suspended and 
remitted every now and then T/io result has been that besides the improvement 
ot the economic condition of the people land revenue has doubled, trebled, 
and, in many places quadrupled, and the incrcaso continues after everv 
ten or twenty >cars It was originally meant to be a bare return on the capital 
outU) or even less It la now m tbo Uuojab a tax levied on commercial basis 
and the recent unconstitutional cnbaoccmcnt lias been strongly objected to and 
keenly felt by the agricultural population Land revenue increases by leaps and 
bounds in all imcatcd tracU. Between 25 and 50 per cent of the net assets is 
charged to xamindars after every ten or twenty years In irrigated tracts it is 
after ten jears Having realised m land tax more than S per cent of the not 
income of a zamindar, there is no josti/icatron for the Government to charge- 
more than bare cost of suppljing the water including interest charges and sinking 


I sircBsly advocate the cliargo by volume, having utilised it m that 
form I am convinced that this sjstem of supply wUT bo conducive of great 
benefits to th* Government and the public alike It most be extended to reach 
^pa^ent owners- Uofortonately, it u discouraged by the canal 

<i /tf— When anv waste land is brought under cultivatioa its land revenuo 
mcrcases after iho expirj of the seUlemcnt and tbo Government realises their 
proper Uiaro from tho land Ux, the highest m the world Thera is no jusli 
rcation to charge beWermenl tax over and above tho land revenuo Besides. 
IJio number of big landlords -Q tho Punjab is small, tbo 5>stcm of pnmocen turn 
uo« oot exist tnj imposition in the sbapo of betterment lax vviH press tho 
public bard. \ r 


Salyid Muhammad Huuala gavi oraJ evidence as follows 

TAt I'ttffJtnt Q— \ou aro a mexnbcc ot the Punjab Legialativo Council^ 
A — Y«, Sir 

Q—\cxi look a prctainent j>art «i the debate cn water rales lo Iho Conned* 

k 
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A. ^ies. Sir., I arst gave notice to move in the Coancil a resoluticu tat 
03 taere was a likelihood o£ a compromise, I did not move it. I had a ion.:' 
c^scassion on this snbject with His Eicellencw the Governor and the resnit 
that he remitt€d_25 per cent, of the whole enhancement. This was not satis- 
factory to ail of ns, and therefore another resolntion was moved hy Sardar 
Gurbaksh Singh. I moved an amendment, which was nnacceprahle to Govern- 
ment, so the original resolution was carried nnanimoosly, that the enhancement 
was too high, was uncalled for and nnneeded. 

Q - — Ton say that the forest revenue realised from the grazing fee fall; within 
the definition or a tax’ 

A. — ^The fact is that so far as I know in the Punjab there are certain lands 
m the vimnity of the villages which used to be formerly vOIage lands, bat 
somehow or other they became Government reserve lands and even the villagers 
are being charged, as distinct from the people who have not got lands" in 
the vicinity. 

Q- — I do not quite understand why von distinguish the people living in 
close proximity? * ’ . - 

A . — ^Becanse the people living in close vicinity to these grazing lands cannot 
take away their cattle anywhere else. 

Q . — If the cattle came from a distance to the forest reserve, then yon do 
not regard it as a tax? 

A. — ^What I say is that with the people living in close vicinity, it- is heavier, 
.^nd whatever fee the Government may propose, they will have to pay it. 

Q. — How can they feed them in any other place withont paying for it? 

d. — ^They can go and ask the big' zamindar to let their cattle graze in 
the private forests. Where there are private grazing areas and Government 
leserve forests, they will choose between the two, whichever they 

Q. — ^There is no tax where there is a private forest, is that so? 

A. — Sometimes the private owners charge and sometimes they do not. I have 
got my own private grazing areas, sometimes I do charge but sometimes I 
do not charge. 

Q. — ^Is the fee von charge higher or lower than the Government fee? Whas 
is the Government fee now? 

A. — ^The fees charged by the private owners are always lower. It is dinerent 
at- different- places, but it is not exorbitant. 

Q. — Supposing a man wants to grow fodder crops? 

A. — ^There is no comparison with that, because it depends upon the rain and 
the number of cattle that are grazing. If you let loose number^ or ^ cattle 
in the Government forests, they consume it all in a few days, wnile in our 
own lands it is our property. I have no experience or those forests which are 
situated in the hill tracts, but I am only t alkin g about the forest reserves 
in the plains. 

Q , — What do they charge in the Government forests, it is only a lew annas, 

IS it not ? 

2s o. Sir. It is a few rupees. It varies according to the animals, lowest 

on the goat and heaviest on the buffalo. I think the goats are proMbued 
dnrino- some season also. I am talking only about (^vemment reserve. Berorc 
the introdoction of the canals the whole revenue of a district was from what 
is called firanL The lambardar used to collect it. hiow the Govemn^nt sells 
it bv* auction. Anybody might take the contract and then he couid charge 
according to the precribed rate. 

Q_ Is there no limitation as to the nmnber of cattle? 

A.— There is no such iinutatiou. Before the introduction rf the canal in 
Montcfomery, there used to be only a few hundreds or cattle grazing in thousands 
of acres, but when the lands became irrigated only a few thousand acres were 
left for grazing and cattle from all parts come there, and the grass was 
exhausted in a few days. / 

Government does not object? 

_It was beneficial to themeople who took the contract. There was no limita- 
f'on 'whatsoever that beyond a certain limit -no cattle should graze, iforeover 
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he would charge for all the cattle which were within the radius of a few miles, 
which the Government prescribes In that case it was a tax , even though 
there was no grass, the tax was there Even if a man kept the cattle m his own 
land still he was charged The contractors charged because they had taken 
the contract In my own district sometimes there was ram and sometimes not, 
but the contractois were entitled to charge for all the cattle that were in 
<iose proximity 

Q — Under what Act he was charged’ 

A —Under the Tirani Act The mam source of income was through the 
ttrani Gradually as the lands came under irrigation, this began to fall 


Q — Is itrant a grazing fee’ 

4 lyear'y the whole district was a jungle sircar, those situated rouni 

the Government waste were liable to itraiti fee even if they possessed their 
(wn lands 

J!?r Hydtr Q — Was >t not a fact that Itrant was a combined charge, grazing 
fee plue fee for taking out fuel from Government forests’ 

4 — Jf v,e require fuel then we will have to pay a fee which is 
fixed at Re 0-4 0 per load or Re 0 8 0 or something like that Whenever we 
required fuel we had to take a permit from the tahsil by paying a prescribed fee, 
even for the gobar of the cow 

Tht /’resident Q — Could you buy it from anybody else without paying 
for it’ 


A —It was thought valueless, even for that people have to pay 
Q— Could joa get }our load of fue’ from any private person for a cheaper 
price ’ 

A — Ti ere s no question of being or not being cheap, whenever ive required is 
we had to take a permit, and then give cooly hire, etc 

Q — ^Wcr it a price for the article which was bought from the department 
or a ta-v' 


1 —I would consider it v tax If there were rammdars, thi^v uid not charge 
I lemembcr Government also did not charge for a little quantity at the time 
V hen the whole district was a jungle The proprietor of the areas would never 
charge from the tenant or from anybody else, but the Government were charging 
it When Government charges and the other proprietors do not charge, iWe 
is the diilerentiation 


— In the old days it did not matter, but now when there is a very largo 
jopulation, jou have got to hare some restiiction’ 

A — There is no question now I am talking of the old days when landed 
proprietors did not charge, but still Government did charge 

Q — In the present daj, if Government did not charge, the whole thing would 
bo swept away? 

A — Now Government cannot levy anything As soon as the lands were 
brought under irrigation, it has automatically ceased All those shrubs are 
at the disposal of the owners, and the lands have been let out. 

/>r IlydtT bou say m answer to question 13, that m all cases of Gov 
etnment ctmmcrcial or sfmi commercial undertakings, endeavour should be made 

10 secure a return on the capital outlay including the workng expenses idiu 
something more m the form of a sinking fund etc I want to ask you whether 
you would like tlie Government to secure a bare return on the capital outlay 
or a commercial return or a monopoly profit In which case will the clement 
of tax appear’ 

1 —I have already said that m all cases where the utility is for the masses 
who are mostly poor, the element of tax appears 
Q — How’ 

"I I would like to tell you, but the only thing 1 am acqnainted with is 

11 0 big canal projects of our country CapiUl spent upon them is a loan. Gov 
einiiienl raises a big loan and all the increment that accrues from the sale 
proceeds or from the water is credited to the loan account. Over and above 
Ibal ttovernment gels a very heavy, at least decent, income from the land 
revenue What I think the Governrouit sliould charge is the interest which 

. K 2 
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the Government has to pay on their capital plus working expenses and' sometliing 
. lorm ot a sinking fund so that in due course the burden, of debt may be 

. extinguished. Beyond that it is very hard. In our province the percentat^e 
IS very high. ' v o 

.. <2;— Suppose a company subscribed capital and introduced a canal into your 
aistnct, don’t you think it would be a just and equitable charge if the pro- 
prietors ot the lands and the company divided in some proportion the extra 
profit which is due to the application of water to the lands which produced 
nothing whatsoever previously? 

. extra produce is akeady shared by the Government. . There are- 

jungle lands in zny own district and province. As soon as the lands were irrigat- 
ed, the land revenue vaiying from Rs. 2 to Rs. 8 per acre according to the devefop- 
ment of the canal was coming ^ to the Government. The same is the case in 
Lyallpur. Government is charging something between Es. 6 and Es. 8. 

Pnranjpye. Q. — ilaj’ t point 'out that Government did not get any 
income where the owners of the lands also did not get income? 

Sir. 80 per cent, or the holdings or even more than that was Gov- 
ernment waste. Government either auctioned it or gave it to peasant proprietors^ 
and they got land revenue there. 

Q. — Formerly these people were not making any profit, as there was no 
water? 

— Certainly they made, because there were wells. In some places they 
derived a good deal of profit. ' ' ’ 

Q. — Suppose a man used to get only Es. 10 per acre due to the application 
of wells, but now be gets Bs, SO due to tbe canal water, do yon think that 
this extra 40 rupees should be pocketed by this man? 

A. — It is not pocketed by this man. 

Q . — ^What I say is, assuming that some people' bad wells and so on, the man 
got Es. 10 as income from his land, but now after the canals were built, the 
man began to get Es. 50, do you think this Es. 40 that is produced without 
any exertion of that man should he left free. Don’t you think that Govern- 
ment is entitled to get a reasonable share out of this? 

A. — Government does take something out of this. 

Q . — I should say that Government is entitled to take the whole lot. I am 
assuming 40 rupees net profit after allowing a margin for labour, supervision, 

' etc., and for other out-of-pocket expenses? 

— I don’t think so. There are clear facts. Take tbe case of half a 

square holder. There are not many big landed proprietors here. The petty 

landed proprietor who tiUs his own lands, take his case. More than 80 per cent 
of the holdings are Jess than half a square. In such cases he has to put in 
labour, he is working on it with his wife and children. He has got 3 or 4' 

hullocl^ and they die very often, in that case he has to purchase new ones. 

He has to work day and" night. After working like this, the result is, that 
he has to pay cut of his income the water rate and the other extortions. 
'iVhatever is left, after paying the water rate, out of that the Government 
takes its share in the form of land revenue which the Government can taka 
up to half net assets. This is the same in tlie case of the smallest holder, also 
with the big land-owner. Tims nothing is left for him even for bare existence. 

An y cooly who works half as much time gets more. On the other hand if you 
see' the income of a poor cultivator, it is nothing when compared with a cooly. 

The Government does not make any difference between the small holder and the 
big holder. 

^,_T;Vould not this land fetch the same income if it was rented by open 
competition ? 

It might be. But what will tbe poor cultivator do ? There is no other 

indiis'trv in the province to which he can resort. Agriculture is the main-stay 
of the "whole province. What will he do? He is hound to work there to get 
his hare subsistence out of that. 

Q Suppose he takes service in the Army and he lets out that land and' 

mak^ a pKifit of Es. 50 when formerly he could have made only Es. 10? 
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A —I tell you, Sir, that there ate few people from these parts who go to take 
rjp service la the Airoy They heloag to cettaia specific places like Rawalpindi, 
-etc , where irrigation is not introduced Even if people in these parts have any 
lands, they very seldom gel anything out of their lands People who go to the 
Military service pay their land revenue out of their earnings from the service 
But in the irrigated areas, people devote their time entirely to agncnltnie, that is 
the only industry and mainstay for their Itviug There vs no industry, as in 
England, on uhich people can depend for their Jivmg Agriculture is the only 
thing Moreover poverty is considerable 

Q — Don t you think that if the man does not cultivate, even then it would 
fetch him some rent ^ 

J. — Yes, only for those who have plenty of lands 
Q — Supposing there is a piece of land, has it not got a rental value ^ 

A —In the case of those who have aome profession, it has got an economic 
value, hut it has no value for the man who has to depend upon this profession 
alone, because he cannot go away leaving his land If I have an acre or half 
an acre, I have to pay whatever you ask from me because I cannot live without 
vt You are taking into consideration the jungles which have been converted 
into cultivable lands, but the idea came to the ^Government after so much 
pressure was brought upon them that canals slwuld be introduced Rainfall 
was very meagre, and the result was the Govtximient bad to suspend their 
land revenue almost every year In order to avoid that and avoid the frequent 
famines, Government introduced inundation and perennial canals Now we have" 
got canals and the result is that all the land revenue vs coming in 'without any 
remission except in exceptional circumstances 

Q — On vvhat principle should the water rates be based * 

A — I have already said tJiat it sliould be to cover the interest charges, 
working expenses and a sinking fund to extinguish the debt Xhey are so 
much intermingled 

S'fdtT Q—X put It to you, that if there was a private company 
they would surely recover more’ 

A —If there -was a private company we would not give any land revenue 
at all 

<3 —You give land revenue because the State is the part owner’ 

, J — No I do not believe in that theory Land revenue is a tax pure and 
simple and it is the heaviest tax, because it takes half net assets from the 
income of the man and in many cases more than that 
Q —Afore than half the net assets ’ 

A — They proceed upon the assumption that if the man were to let his land, 
will be able to realise so much income Actually here there are very few 
holders who realise rents 

How much do you think a roan whose land is worth Rs 15,000 has 
to pay in the shape of land revenue to Govenijnent’ 


A — Ibero is no fixed value of lands here It vanes m different localities 
and in d]0erent places 

(?— r dare say there are some squares which are worth Rs 30 000 or so 
i — The highest prices that come id are on account of the bid I want 
U say that the amount realised is due to their sejhag^ by sact oa, becaasa 
-those peopfs who are debarred by the Land Alienation Act also come in and bid 
Q —Suppose a roan has saved Rs 15,000 from his Army pay and buys a 
piece of 3ind, how much land revenue be has to pay to the Government’ 
i —It depends upon the sort of land that he would buy 
The Pretident Would land sell at Bs. 500 an acre ’ 

I — I cannot gue jou an off hand answer 

they talking about these auction sales, can you tell us what prices 


A They vary from Rs 100 to Rs SOO an acre but there is no general principle 
m Uus Some men wanted to buy soma particular land or they bad a mama 
for a particular plot and were prepared to pay anything for those lands. 
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Q. What is the land-revenue charged per acre, irrigated? 

fT they chaise Rs. 2 per acre at the beginning. After five years- 

they increase to another Rs, 2 and so on till it has now gone to Rs. 8 in some 
villages m Lyallpur. 


1 , auction is for undeveloped land, is it not? Suppose a man- 

bought ^ acres for Es. 15,000. He pays only Rs. 60 as revenue but the- 
pnce IS Rs. 500 per acre, is it not? 

d. — [ do not think so. 


Suppose a man bought lands for Rs. 15,000 and paid Rs. 60 as land' 
revenue, yo\ir statement that the land revenue paid in the Punjab is high: 
vvill^ not stand. J will just read the figures obtainable in other countries. 
Taking the system of tax in Australia, if a man has landed property in 
victoria, combined tax for the State as well as Commonwealth is 120, in New 
South Wales it is 144, in South Australia it is 110. in Western Australia it 

is 150 roughly, in Queensland combined tax is 187, Do you still think the 

tax is very high in the Punjab? 

A . — I shall give the actual figures so far as I know. I got 160 irrigated 
acres of^land for Rs. 19,000. The land revenue that is realised on that will 

be Rs. 2-8-0 per acre, pure land revenue, now the settlement is going on,, 

it might become more. But even under the present calculation of Rs. 2-8-0, pure 
land revenue comes to about Rs. 350. You. will have to add the local rate of 
12 pies per rupee, say about Rs, 29, add to it water rates which are uniform 
throughout the canal area. The water rate might be Rs. 5. What does it come 
to? Even here I am talking only about irrigated proprietory lands. This comes 
to roughly Rs. 1,000. This is what we surrender to Government at this stage. 

Dr. Hyder. Q. — How much will you make out of it? 

A . — I can lease it only for about Rs. 800 or so. It is a net profit to me. 
He will have to pay Es. 1,000 to Government and Es. 800 to me. Thus yoU' 
will see Government takes more than myself. ^ 

Q . — How many squares ? 

A . — It is 160 acres, about six squares. 

Q . — Is it not really good? 

A. — ^Well, Sir, I am talking of Gujranwala district. 

Q . — am talking of Montgomery district, where I am told they are able- 
to get Rs. 1,000 per square. 

A.v-A thousand rupees is a very rare rent. It is the maximum incomq 
which very few people get who have excellent lands and where water is very 
good. You can count such people on your fingers. I liave not seen any- 
where else people realising a thousand rupees. These places, where a thousand’ 
rupees is realised, are excellent ; they are situated in close proximity to the 
markets ^nth all the facilities of irrigation, and very few fortunate people? 
can get lands like that. Even in the Montgomery district, there are two 
kinds of lands, one is very good and other which is very inferior. You have 
ta take into consideration all these things. There are very few squares which 
bring Rs. 1,000. 

Q.— -People tell me that many of their lands bring Es. 1,000 even though 
they spend a very idle life. 

A.—l know people in a village called^—p^ who get this income. But 
there are other military grantees who do not get even their rental of 300 nrpees 
per square in other places. 

The President. Q . — ^Is this land not fully developed? 

A.— It has been fully developed; rather it is now i-eaching the stage of 
deterioration which is the necessary concomitant of waterlogging. Everywhere 
waterlogging keeps pace ivith irrigation, 


<2-— Has it not been leased before? 


A —It has nob been leased in terms of money value. They used to get 
a third part of the produce. ' Last year I got less than Es. 900. I spent ^a- 
large amount of money on litigation also which went on for thr< 


three years. It 
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was land situated close to my land and there was the right of prempUon I 
only tell ^oa that you should not make any hard and fast rule I know some 
are getting a thousand rupees a square But you have to take into Mwunt the 
thousands of military grantees who are not getting even Ks ^ or 200 As a 
result of the protests of these people the Go\ernmeat had deputed an otncer 
to find out their grievances and to mitigate them 

Dt lljd&T Q — ^Are not lands m your district changing hands at from 
Us 10,000 to 20 000’ 

A — In the same distuct I can give you cases where they went at Es M 
an acre Even now the Govemment is going to sell by tender some of the 
inferior lands and it cannot realise more than Rs 50 p^r acre 

Q — In the Sutlej valley scheme the provision made is Rs 400 per acre ’ 

^ 400 m the irrigated tract and Us 100 in other tracts I own land 

in the Sutlej valley 

Q — Aie not the people investing tbeir money m land’ 

A —The real fact is that the people are putting more money into land 
because there is no other industry jn the province 

Dr Paranjpye Q — -Why do you put more money in the Undl 
A — Be ause we know only agriculture and nothing else 
Q — ^There are Goveromeat securities 

J — Our religion prohibits us from charging interest IMubammadans do not 
charge interest Therefore, the only way is to invest m land In the first 
place they have no money to invest and if at all they have it> this is thd 
cnSy ladustry where tliey can invest For my part I do not know where to invest 
tpy motley if I have any 

Tkt President Q— kou are prohibited by religion from buying Govern 
ment seci rities ’ 

A —We won t charge interest 
Q —Bui you can invest money m commercwl concerns 

A —There are very few Muhammadans who have got any money As a- 
class they are very poor They have no spare money to mvest either m land or 
m Government seLunties Many of them go out. and join the military or somo 
other appointment 

Q— What about the Attock Od Company’ 

A —I do not know an\ thing about it I am not much interested in t 


Dt HydcT Q — \s a Muhammadan, ate you prohibited from investing your 
money m the shares of the Attock Oil Company’ 

/ —No, but why should X invest money in a place which I do not know 
myself’ I know about it only this It is a purely commercial concern selling 
netrol here at a rate higher than that at which it is sold in England and wo 
are making roads, etc., for those people That is all I know of 

<P~-I£ the agriculturists ate so poor, how is it that they ifford to go about 
in motor cars 


f •“You are thinking of a few Tudanas or some money lenders who can bo 
counted on the fingers’ ends, who own 10 or 12 thousand acres of land They 
can no doubt afford to run in nioUir cars But the majority of the population 
cf my piovince— more than 80 per cent of the people— have holdings of less 
tlian half an acre The only income they g«*t is by naving a pair of bullocks 
and by doing some cooly work A military grantee may have one square but 
the whole family has to depend on that one ^uare The only industry I know 
of IS having a pair of bullocks and plying a gadda or cart I do not see how 
nnaer these circumstances they can have 4ny large amount of money 

, Q 15 we base given five alternatives for charging water rates Which 

or them do you adopt’ 


— Wialever the charges may be, they must be sufficient as I hive already 
« j ’ , interest charges and Uio working expenses -plus the sinkfnr 

luau and not more than that, beennse Uiere is already a very heavy land 
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revenue- which > accrues to the Government simply on account of the irrigation 
or those lands. But for the irrigation, the big land I’evenue would never have 
accrued to the Government at all. 

p; But for the introduction of the canal water, the people would have got 
nothing out of the land; so that don’t you think that the Government is entitled 
to a share of tlic increased prosperity? 

‘nothing*. They used to get something; but they used to 
<uo of famine. Peoiilo were dying in thousands in those days whenever the 
rain failed. The introduction of the canals has saved the life of the people, 
given them some industry to work and it has also given revenue to the Gov- 
ernment. If you take into consideration all the canals in the Punjab — ^pro- 
ductive auil unproductive — they are paying 14 per cent, upon the capital outlay 
after deducting the expenditure. And if you separate the productive from the 
unproductive, the canals that have been recently introduced, for instance, the 
Lower Bari Doab Canal of my district, pay more tlian 40 per cent, on the capital 
outlay. Could you expect anything more than that? And with all this they 
have enhanced the land revenue. 

27ie President. Q. — Would you have a much lower i-eturn on the Lower Bari 
Doab Canal because it is productive and higher in the other cases? 

A . — 1 say that they are bringing in so much revenue. The rate of interest 
is now muck higher and the now canals may be paying a little less. But some 
■of the canals are paying not less than 40 per cent. We are paying such 
high rates here whereas in the Bombay Presidency they are not paying more 
than 2 per cent. There is a book, 'Agricultural progress in Western India’, 
written by the Director of Agriculture of the Bombay Presidency, where he 
says that the Bombay Government should not o.xpect anything more than 2 
per cenr. upon the capital outlay. 

Q. — ^Do you know what the water I’ates are there? 

A.— I do not know. 

Q . — What would you say about a wate.” rate at R.s. 40 per acre? 

A. — 'It is very high. 

Q . — That is the rate in Bombay. 

.-1. — r do not know that. 

Q . — May we just clear up what your views are about the water rates? You 
say that each canal should pay interest on the capital cost 'plus maintenance 
plus sinking fund and no more? 

A. — I would not differentiate it among the different canals. I would have the 
whole thing worked out as one and then distribute the rates equitably on the _ 
different canals according to the conditions of the province. The' oldest canals 
nave paid off all the money invested and unless you take all the canals as 
a whole you cannot charge anything on the old canals. 

Dr. Hyder. Q. — ^Would .you apply that principle to a man who built a 
house and who has recovered the capital cost ? Do you think that he should 
let the house free of rent? ' 

A. — No, that is quite different. 

The President. Q. — Does it mean that there should be a continual decline 
an the water rates ? 

A. — No. 

As fast as you pay to the sinking fund, your interest declines. 

A. There is the land revenue which the Government is taking. I am talking 

of the ahiana. It ought to have to come dovm to tha't extent. Instead of 
that it is increasing every day. 

Q. — ^You would continually reduce it? 

A _I would reduce or increase it according to circumstances. If in certain 
parts of the land, there is waterlogging and nothing can be got there, the 
Government must decrease the rates there. 

Q, That is another principle altogether. • ■ ' 



4 —In delemintDg tbo ahtana you have to take Joto consideration all thcso 
tircumstaucca together But taking only ono factor into consideration tho Gov- 
-trnment sliould not take raoro than 14 per cent and also increase the lanij 
levenu" 

Q—You would not Jinnt joarsdf to Ilia interest on capital cost, plus mam 
tenance -plus smkmg fund » You tAko other factors also into consideration ’ 

4 —Yes But those aro tho main factors Another thing is this 
previously o6iano i\as upon tho cioppod area, but now it is on tho whole 
area soiyi 

Q — But is not the present arrangement really a feature of tho better dove 
loped system where the supply is guaranteed’ 

4 No Tho reason why tho old system was abolished is that there was 

a great complaint that tho subordinato staff of the Canal Department were 
charging a good ileal on lAornia, favouring only those who paid them, with 
the result that tho aLiana is now on tho sown area and not on the harvested 
area \nothcr thing is, water logging is increasing sido by side with im 
gallon You will find that thero aro a good many lands m which the yield 
IS decreasing Efflorescence comos on tho surface or some other thing happens 
and the crop is injured A third thing is, tho eanal department is extending 
imgation and giving much less water than before So really tho zamtndar 
gambles ujion the ram water If it rams he gets good crops, if it does nob 
ram, most of tho croji is destroyed I do not see why the uovemmont sbonld 
not introduce tho volumetric system throughout the province If that had, 
been done, a considerable saving would have been effected to the Government 
as well as to the public and a lot of mconvcnienco to the public would have 
been avoided Gufortunately this system has been extended only to the bis 
landholders I strongly urge that tho benefits of ibis volumetric system should 
be extended to all the petty proprietors 

Q— You would extend it to each individual holding’ 

4 — Yes It 13 not difflcut Tbo system can be extended to every body 
Of course there was some trouble m the beginning but there is no trouble now 

Q •-AN ould that not be putting the zomindars into the hands of the patwan 
much more than before’ 

A —No The rate will be charged according to the quantity of water 
.given 

Q — But who 13 going to distribute the water’ It will be the ordinary revenue 
patwan Would he not make money out of it’ 

1 — If he IS dishonest, he will make money but at least half of the tiouble 
will be ovei Now tliero are two persons who make money — tho canal patwan 
and the revenue patwan So if both of them are amalgamated into one, 
half of the trouble will bo over 

Q — Will not the one patwan now take double the amount’ 

A — No, he will not Unfortunately the canal department docs not want 
to extend the system of distributing the water by tho panchayats In fact 
" the Penjah Act a provision is made that they are empowered to distribute 
the water themselves There aio only a few of them now and it wo^d be 
_^better to extend them tbroughoni tho piovinre 

Q — ould not many murders result ’ 

d— Already there are murders and they will not mciease, rather I think 
they will decrease If the revenue department and the Government really 
wish lo help the public, if they are on the spot to distribute the water, to 
hsteii to the complaints and take summary action, I think the murders will 
^rely detiease The water is now distributed among the people m some manner 
There are quarrels , there are strifes But all these will disappear if the GoV 
ernment really wishes to make the svstem a success and appoint certain officers 
whose duty it will be to go to the spot and settle disputes then and there 
and most of these murders will decrease and a large amount which the Gov 
•ernment spend on the proteculions will be saved 
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Written memoranda of witnesses not examined orally. 


Written memorandum of Mr. R. L. Bballa, M.A., Income-tax Officer, Montgomery. 

Q. 33 and the following . — The rates of tax should not be increased, but the- 
scheme of graduation should be changed on the English system — allowance being, 
made for personal expenditure and expenses on account of dependents. The scheme 
should, however, be kept as simple as possible, because on account of a general 
lack of education it is very difficult to explain to an ordinary tax-payer as to how 
is he being taxed^ even under the ordinary law. Indian capital is very shy, and 
the capitalist is just beginning to invest money in productive enterprises. A 
differentiation in favour of earned incomes is likely to result in a withdrawal of 
capital which is highly undesirable. It is true that some proceedings of an in- 
quisitorial nature shall be necessary for making an allowance for the number of 
persons supported out of a particular income, but the relief that will be obtained 
by the adoption of such a scheme will outweigh all the troubles due to such 
enquiries. The pinch of taxation felt by a man supporting a large number of 
dependents is great indeed, and there is hardly a tax-payer who does not complain 
of the injustice of the present method. The number of bachelor tax-payers is very 
small — practically speaking negligible — in India, where marriage depends not on 
the earning capacity, but the social customs of the people inhabiting the country. 
According to the social customs in vogue a large number of people are married long 
before they can earn anything. By the time that a young man begins to make an 
independent living of some kind, he is already a husband, and in a majority of cases- 
a father. In addition to his wife and children he is often compelled to support 
his sisters, brothers, • mother and father, and sometimes other relatives. Under 
such circumstances the income “per head” of the family is low indeed, and the 
burden of a direct tax is felt keenly. A man with an income of Es. 5,000 and 
supporting ten dependents, can, under no circumstances, be said to possess the same 
capacity to pay tax as a man with the same income who had only to look after him- 
self and say four dependents. Justice demands, therefore, that a graduation 
scheme of the English or French type, modified according to the circumstances 
peculiar to India, should be adopted. 

Direct taxation in every form is unpopular. But if every one is to bear the 
burden according to his capacity, resort must be had to it. Indirect taxation 
cannot lead to an equity in taxation, especially in cases where revenue is the 
sole aim of imposing a tax. From the revenue point of view the best commodity 
to tax is- a necessary for which the demand is inelastic. But the consumption of 
a necessary is about the same among the rich and the poor, and hence everyone 
will be paying about the same sum. Such a tax will not be in proportion to the 
income of the tax-payer. The incidence of tax in such a case will be heavier on 
the poor. Direct taxation must come in to fill up the gap, but this also should 
be equitable. 

Considering the fact that well-nigh every asscssee is a married person support- 
ing a number of dependents, the adoption of a scheme of income-tax which is 
levied after making an allowance for the dependents would lead to a fall in 
revenue. In order to make up the deficiency, the following taxes could bo 
levied : — 


(a) A tax on tobacco. 

Of all the taxes that on tobacco is quite suitable. Wo cannot call it a neces- 
sary now can it be called a luxury qyer se. It is to many what the economists 
call a conventional necessary — something which is not a necessity but the con- 
rumption of which turns into a necessity on account of the habits and sentiment,-, 
of those who use it. It is suitable, for taxation because a diminution, or the 
discontinuance of its use, will not deprive the consumer of a necessary of life 
or efficiency, and if the consumer desires, ho can get rid of the tax by giving up 
it.s consumption. Since the habit of smoking is wide.sprcad, and to a certain 
e.xtent fixed, the demand for tobacco is fairly inela.stic and will remain so. 
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provided tho amount of the tax levied is moderate. Ihe imposition 0 / this tax 
likely to result in a reduction in the area under tobacco and of the produi 
From a broad national point of view, the loss incurred m the pleasure of srhoking 
tobacco at comparatively cheaper rates will bo less than the 


Tobacco 
not 


exchequer resulting m a fairer and more equitahle burden of taratjon 
IS always sown on the best land, and aU of this land on which tobacco is not 
urowu will be used for raising other important crops like wheat, cotton, oil seeds, 
etc, resulting m placing at the dispt^ of the consumer larger quantities ot 
necessaries of life and eiliciency. 


This tax can best be levied on tobacco in tho field when it Is sown at the rale 
of so much per acre Taxation in any other form will necessitate the employ- 
meut of a cosllv administralii 0 machinery In order to make the tax uniform, 
experiments cou)d be conducted m various areas with regard to the production 
of tobacco and its cost of cultivation The prices prevailing in tho area beihg 
known the value of the yield per acre could be found out On the basis of 
yield and value the tax could be levied The rate of tax per acre, if this method 
is adopted, will ha diHcrent in di 0 erent localities, but the incidence of taxation 
(per acre or per hundred rupees worth of tobacco produced) shall he the same 
In order to calculate tho rate of tax correctly tlie yield and value shall be cal 
culaled 011 the basis of the ' previous jcar” as defined in the Income Tax Act of 
19K, that IS, fo’- instance, the rale levied for the assessment of 1924 25 will be 
calculated on the actual yield and prices of 1923 24 The average yield per acre 
could be calculated by means of conducting experiments m the various localities 
and tlie cost of cultivation, m absence of reliable accounts (as is likely to be tbe 
case, at least m the beginning, for most of the farmers and zamindars are un- 
educated people, who cannot read and write and hence do lot keep accounts) in 
the way m which it has been calculated with rc^rd to sugar cane and other crops 
in my book * Report on an Economic Survey of Banaropur,” Chapter VIII, pages 
to If a better method could be devised, so much the better and that 
could be adopted 


The employment of an additional staR m Bengal will certainly be necessary 
tor measuring the area under tobacco, conducting experiments, etc But the* 
difference in the expenditure on the staff needed under any other schema and 
the scheme regarding acreage duty wilt not be great In fact taking all India 
staff that IS to be reauited for tho purpose into consideration, there may bo some 
saving if tbis methon is adopted 

Imports from Indian States could be prevented by keeping a watch over 
such imports, and this work could be entrusted to tbs present Excise Department 
in the provinces coupled with the Income tax Department If control regarding 
import of wine and opium from Indian States into British India can be satis 
factonly exercised, it will be eavier to do so in the case of tobacco A bottle 
of wine can be put into a pocket and opium worth several hundreds of rupees 
can be put into an equal space Tobacco, in any form, occupying the same 
space will not be worth much, and hence the desire or attempt to smuggle tobacco 
in small quantities will be much less than is the case with, say, opium or wine 
Smuggling m large quantities could easily be detected 


Tobacco is grown by raising seedlings (jjamri) in small beds, and then sowing 
in the fields When ready the plants arc cut and buried under ground for curing 
After a week or so it is taken out and tho leaf is separated from the plant 
It js ready for use Geneially speaking, it 13 dried, beaten into dust, mixed 
with gur or molasses and smoked in the httl.La As regards the imposition of 
an acreage duty to ensure the bringing of the leaf into liond (Q 128), unless 
a watch is kept over every field or arrangements are made for knowing the 
amount of tobacco raised m every field why should the farmer bring the whole 
wbaccQ raised in his field to the warehouse for obtaining a receipt on the pro 
duction of which he is to obtain a refund of the acreage duty that he has paid» 
How could the warehouse authorities or m fact any other person know whether 
t not been brought in» Th© employment, of the neoes- 

detection of frauds wiU mean a heavy expenditure to the State 
5 desired to fax the tobacco that is used for the manufacture- 

r scheme of taxation falling short of a 

Government monopoly or the levying of an acreage duty will either® fail or will 
be so very harassing to the public that the tax would be the most unpopular 
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•and troublesoino among all. Smuggling, and the use of unauthorised tobacco, will 
■be carried on, on an unprecedented scale and the Government will be helpless. ■ 

, To tax the tobacco used for cigars and cigarettes alone will be to reduce the 
consumption of tobacco ^ in these forms. People ivill begin to have a greater 
■resort to /iitiiUa. The income from this source will not be very high and it 
will prove detrimental to the growth of the industry. According to what has 
been proposed above, all that will bo needed to keep the industry in its present 
condition will be to increase the duty on imports correspondingly. Question No. 136 
■does not arise. 

Tobacco is tlio poor man’s luxury and, in many cases, a conventional necessity. 
■Being not a necessary of life its taxation is .not objectionable, but it ivill be- 
highly und_esi_rablo_ to 'tax it so as to prohibit its free use by the poor or place 
many restrictions ill their way ^ to raise it. Accordingly Government monopoly is 
undesirable, and it will be preferable to permit the free cultivation of tobacco to 
all who will raise it on an area taxable at Es. 20 or more. To impose or collect 
a tax of,_ say_ Es. 2 will be troublesome, wasteful and expensive. Interference 
with curing is undesirable, because the present process is very simple and 
inexpensive. The cultivator should not be allowed to grow any tobacco free of 
•tax for domestic use (Question No. 129). It will be very tempting to exceed the 
limit, and hence will need tlie, eqiployment of means and staff to watch it. Again,.' 
why should a cultivator escape a tax for enjoying a luxury which another man 
■\vorking in a mill, say, must pay before he can do so. Equity demands that both’ 
■qf them should be placed in the same boat. ’ 

* • J . ‘ . I 

(6) Inheritance Tax. 

Qs. 137 to 1.^5 . — Duties on inheritance should be levied which should vary 
■wdth the degree of relationship of those who inherit the property to the testator 
and the size of the estate left. The tax should be administered by the Central 
Government and the rates should be the same throughout India. Small estates 
worth about Es- 5,000 or less should be exempt. In the case of the joint family 
the tax should be levied on the share of the deceased, but the rates applied 
■should be lower than otherwise. 

(c) Taxation of Agricultural incomes. 

Q. 06 and the following . — According to the income-tax law agricultural 
incomes are exempt from> tax. At the same time well-nigh every agricultural 
income is subject to land revenue It will be futile to discuss as to whether 
land revenue is a rent or a tax. Whatever it is, it is a burden in one form 
or another, and the legislatm'e itself appears to have admitted the fact by exempt- 
ing agricultm’al income from income-tax. Taking all into consideration its 
making is rather iniquitous. The small landowner pays the tax at the same 
rate as does the bigger one, and the man with an income of less than Es. 2,000, 
•exempt from paying income-tax, has to pay land revenue merely because his 
source of income is land. It is sometimes justified by saying, that while land 
is a permanent source of income, trade and business are not. If crops fail, 
income from land fails, but land (the source of income) generally speaking 
remains, but when a person suffers from a heavy loss in trade, he often finds 
himself not only without an income but also without its source — the income and 
the capital are both- lost. Whatever the strength of this argument, it must be 
admitted that small agricultural incomes deserve to be relieved of the burden. , 
On the other hand, proper taxation of agricultural incomes does not take place at 
■all, and the higher incomes escape more easily than they ought to. For instance, 

A owns 500 acres of land and gives his land on lease . to B for Es. 5,000^ who 
■receives rent in his turn and gets the whole cultivated by the farmers, G, D., 
and E. If A pays the land revenue out of what he gets, B, 0, D, 
and E escape taxation altogether. The income^ of C, D, and E 
may not be considerable, but B escapes merely because he is a receiver of rent 
(as defined by the Income Tax Act). And taking the case of good lands, say, 

■in the Montgomery Colony, into consideration, what actually happens is that B 
pays the land revenue, C, B, and E work on the land and A escapes taxa- 
tion altogether. The position is thus then : — 

' (aj Some incomes (of peasant-proprietors and others) which are very small 
nre taxed. 


/ 



lb) Some incomes escape taxation altogether because they happen to 
•within* the definition of agricultural income as defined m the Ifi-'oroe ias Act- 
oi 1922. ! 

(cl Bigger agricultural incomes are taxed at an eSective rate tnucb lo'wei 
than similar incomes from trade, profession, etc , and even when a person has 
income from both agriculture and, say, house property, they are separately taxed 
the effective rate being lower in eitlier case than when the same income were 
earned from, say, business and bouse property 

(d) At the best it could be said that the burden is shared by all A, B, C, D, 
and E, resulting in the under assessment of some and of over issessment of 
others Perhaps the best solution would lie in the abolition of the land revenufr 
altogether and the introduction of income tax on all incomes But the problem 
18 not so easily solved it appears to be For levying proper income tax we 
must have accounts otherwise the tax is levied on incomes which are mere 
estimates Since a major part of the Indian population, especially of zamindars, 
cultivation and landlords, is illiterate, it will be impossible for them to keep 
accounts m any form It will also be impossible for them to fill up the income 
tax return, which in their case shall have to bo made even more elaborate than 
the one filled up by the commercial classes In the rural areas even among the 
commercial classes — who are mostly literate— a large percentage of the 
people do nob understand how to fill the return, and consequently either they do- 
not file a return, and if they do, in 90 per cent of cases it is wrong Uence, 
in a majority of agricultural cases, the assessment) (till the people became literate) 
shall have to be based on estimated or guessed incomes only In order to fix 
the demand on the “previous years” income or the income of the previous three 
years, as the case may be, daborate experiments in every locality shall have 
to be undertaken for finding out the cost of production and the net profits 
Again when it is remembered (as a perusal of Dr Mann’s book “Land and Labour 
m a Deccan village ” and Bballa’s Keport on the Economic Survey of Bairampur, 
Chapter IT, pages 26 to 29, will show) on account of the fragmentation of holdings 
toe same person often plays the part of a farmer, a landjord getting s part of 
hiB land cultivated by others and a tenant at will cn and out of the village, the 
computation of the income of such a person will introduce complexities 

The whole will prove bothersome to the zammdar, will be very dimeult to be cott* 
trolled and will need an extra staff the total cost of -which may be very high In 
I are sure to divide toeir property 

of land wiU add to the difficulty and 
point of view Some kind of law 
leeded, but the division of pioperty 
on the demise of a person .mong his children or other representatives, since it is 
bound up with the social customs and traditions of the country, should not be 
discouraged directly This evil in fact can best be remedied bv social reform 
and the Government could and should interfere only indirectly One of the best 
wajs for the Government to prevent further fractionisation is that m future it 
should not sell or distribute Government lands newly brought under cultiva- 
tion Jt should give the some on long leases, and if m some cases it is 
desi'-able to show some favour, lower rates of land revenue could be imposed 

In View of what has been said above, it is clear that the problem of tackling 
With the land revenue or ita substitution by income tax or some tax in any 
other form is beset with difficulties on all sides It would he the best for the 
Government, perhaps, not to interfere with it immediately A committee of 
experts should be appointed to investigate into the matter Experiments should 
be inducted in specified areas to see as to what will be the actual effect of in- 
troducing a tax replacing the land revenue “An old tax is a good tax and a 
tax is a bad tax" is a saying which has a special force m a backward country 
where the masses are illiterate and most adverse to change Accordingly, it -will 
not be out of place to say that the sense of the people, the smaller zamindars. 
snoulu be taken 


meanwhile, the principles governing the remission of land revenue and 
the aUvanco of taceavt, which are rather very stringent at present, should he made 
as liberal as possible 


1 /^S^jcultural incomes of, say, more than Es 2,000 per annum should be made- 
already paid being allowed to be- 
□edocted out of toe total demand fixed for a year. 



158 


proposal made above (namely of making the incomes above Rs. 2,000 
Jiable to pay income-tax) is accepted and put into force, the difficulty with 
j.’egard to the permanent settlement in Bengal does not arise. The Bengal 
zamindar will begin to bear along with the other zamindars all- over India, a 
fair share of the burden. 

I'he imposition of these taxes will bring in revenue far in excess of the 
fall due to the adoption of a scheme of income-tax, in which abatement is allowed 
on account of the maintenance of dependents. The surplus should be utilised 
for relieving the provinces of the annual contributions that they have to make 
to the _ Imperial^ Exchequer. It- is likely that the Central Government will find 
it possible to give something to the poorer provinces, who, on account of the 
increase in expenditure due to the introduction of the Reform Scheme, find it 
difficult to balance their budgets. 

# 

Q- h - — I agree with the criticism of agricultural statistics contained in para- 
graph 7 of Annexure A. 

The estimates relating to the outturn of the more important crops are worth- 
less and unsatisfactory because they are pure guess work. The village 'patwari 
reports the crop to be so many annas more or less than the normal — a term which 
die hardly understands, and which is rather illusory when calculated (as is 
generally the case) on the basis of the average produce of a . “circle” , comprising 
many villages (sometimes several hundred). Generally speaking a patwari is in 
•charge of not more than 3 to 4 villages. It would be much better if,he were ordered 
to keep a note of the actual produce on certain plots of land in each one of the 
villages, and in place of making a guess that the produce was about so many 
annas more or less 'than the normal, he should either report the actual produce 
or actually calculate on its basis the proportion of the produce to the normal. 
Rain-gauges should^ be kept "(if that is not ah-eady the case) in every police- 
station and the record of rainfall in each should be noted carefully. In absence 

• of a rain-gauge in every village the rainfall in the police-station could be taken 
as a fair measure of the rainfall in the villages included in the circle. The 
adoption of this method will supply a fairly reliable “average” for every 
village — not immediately but after a few years when the figures are ready. For 
the first fq’’ecast of the crops, the estimates could be based on the rainfall in the 
area and the “normal produce” (an allowance being made for any special 
abnormal conditions). Later on, the actual yield could’ be estimated by multiply- 
ing the actual average yield of the plots under observation with the area under 

• crops. If it is felt that that means too much of an increase in the patwari’s work, 
one of the villages may be selected for this purpose, or better, the observations 
could be made in each of the villages by rotation. It would be sufficient to keep 
such a record about the important crops only, e.,7., wheat, sugarcane, cotton, 
tobacco, or any other crop which is extensively sown in the village. 

The patwari’s work will need to be checked. This can be done by the superior 
revenue officers, and if necessary the help of the staffs of the Agricultural 
Department and the Co-operative Credit Societies could be taken. 

Q. 31. — Thathameda, the capitation tax, chowkidari and professional taxas all 
resemble poll-tax. They are unsuitable to this country. A lot of expenditure 
will be involved in their collection, and the more in meeting the opposition and 
general protests which they are bound to be followed by, if imposed. 

Q. 35 . — Justice demands that there should be a differentiation between earned 
incomes and incomes received from productive investments. But Indian capital is 
shy, and it is highly desirable, in the interest of trade and industry, to encourage 
investment, and hence it would be better, if, for the time being no differentiation 
were made. 

Q. 3S . — ^Exemption of incomes derived from agriculture should be removed 
altogether if they are made liable to income tax. But if that is not feasible 
imniediately the exemption limit in their case should be made higher, but big agri- 
cultural incomes should not be allowed to escape proper taxation. The distinction 
between the earnings of the actual farmer and others deriving^ income from land, 
should be made, if at all, on 'the same basis as the distinction between earned 
-incomes and income from investments in productive enterprises. In practice, 
-niost probably, a distinclion will be automatically - made, if the income from 
-agricultural source were made exempt from income-tax, but liable to be included 
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for deciding tha rate at which the income is to be taxed (Section 16 of tho "^- 
■come Tax \ct, 1922) Moneylenders and others having incomes from other 
sources (as is generally the case) will pay something more on account of the 
change in the rale of tax If at all, a \ery small percentage of persons actually 
farming their lands vnll be effected, 

Q Taking the Punjab alone into consideration, most probably the income 
will remain the same or will increase slightly For India, as a whole, the 
estimate made by Shah and Khambata appears to be rather high, the income will 
■certainly rise but not so much 

Q 10 —There would la no objection to the lowering of the exemption limit, pro 
vided it IS actually calculated on the basis of a large number of family budgets 
In England it is higher It is loxier in some European countries but the sociJ 
system prevailing there is entirely different In India a person is burdened with 
customs relating to birth, marriage and death of relatives to a degree unknown 
m the other countries ' ' 

I Commerce, trade and industry are not as highly developed here as m 
other countries The means of investment known to the masses are few Conse 
quently in spite of the fact that land when held in small areas is not highly paying 
yet there is a demand for land among the thrifty and the high value of land 
IS due to the thirst tor it If crops fail entwoly m a ceitam vear the Govern 
inent remits the land revenue and gives taeeatt loans When big firms fail on 
account of losses, no financial help of any type is given The &rm loses its in 
come and often the capital too Even assuming that the two deserve to be 
treated alike it would be much belter if smaller agr^ultural incomes wrre made 
exempt from tax Otherwise there should be introduced some system of ad 
vancjog cheap loans, like the taceoii, to traders and industnalisU also At the ^ 
same time family budgets should be collected for Bnding out the subsistence 
level It should also bo borne in mind that the standard of living and 
especially tlio cost of living have risen considerably since 1862 1885 and 1903 and 
incomes (measured in terms of money), which were at the subsistence level then, 
are no longer so 

Q 11 —It IS a tax on honesty no doubt to the extent to which many people 
succeed in concealing their incomes But with the development of the Income-tax 
Department, vritli the experience that the officers of the department are accii 
mulating and with the intensive and detailed enquiries which are made into well 
nigh every case, the extent of this blemisli is diminishing Every year cases of 
fraud are detected aud Uio defrauders punished Perfection is impossible 

0 J.?— What has happened m England is happening m India too Most of the 
people have begun to keep accounts 'ILey are however, especially in the backward 
tracts, not as good as they ought to be But every community is developing 
its sj-stem of accounts to bring it up to a fair level of accuracy and certainty 
In a few years more the accounts will bo kept by well nigh cveryono in a form 
vrhicJi will bo quite acceptable It would bo much better if evervono were left 
to follow and complete his own vvstem For instance, well mgh ail the asscssecs 
m Uio rural tracts m the Punjab kept no rolar (cash book) The occasional 
rejection of Iheir accounts by the Income tax Department has resulted in the 
nrinaration of Ihei- accounts m the form tliat thev kept, coupled with a casli 
book suiting Ihcir own requirements and satisfying Uio demands of the Income 
tax Department to know their net incomes. U would Iw better if the people 
were allowed to develop their own systems, because they would understand 
them much better than any system superimposed on them. 

The prescription of ■» form of accounts will not entirely prevent frauds There 
are ca«s where men keeping their books on the double entry system have sue 
cessfully committed frauds. 


Q The particulars of income-tax should bo kept as confidential as at 

irewiiU bmw time immemonal Indians have inculcated a habit of kecpmc 
their assets and incomes confidential. In spite of the law regarding the kcenin- 
of secrecy about the tncomes and the tax levied on them, tbw are* many p«Se 
u accounts becauva they fear publicity Most of ifeUe 

L suffered from Joss, is not assessed to income-tax 

a nin^co^tu ^ eredilon, it orould often stand a chance of hivaJJ 
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Written memorandum ol the Spirit Traders and Licensed 
Victuallers Association ol the Punjab, Amritsar. 


Q «5"— While admitting the correctness of the assertion rrado yet this As 
sociatitjn does rot agree v?vth same Immoderation of any sort is bad ana 
should be discuiiragcd 


Q 50— This Association is jn entire disagreement r\ith this question 
Whishy or any other spirit of good qnaWy, » e j matured » 'sastW less 
ful even when taken in excess than taw and immatuxa spirit It should be 
Government’s duly to encourage the consumption of a pure article by decrees 
ing the duly on same and not by increasing it ns is suggested Such gradua 
tions would be extremely dilTicult in applicatwa particularly on imported good" 


Q p —No Excise duty should be levied on jeast same being of vital ncces 
siU to the brewer and distiller in this country both of whom pay high rates of 
taxation to Goiernment on their product There is no objection to a tax 
on yeast used for other purposes, but such consumption is understood to be 
very small 

Qs ft and G2^Th\s Association has knowledge of and can consider only 
the Punjab The Punjab Government have already admitted that a 
state bordering on prohibition already exists m this province Such a policy has 
brought about a state of aflaira m winch illicit distilling and smuggling are the 
rule rather than the exception Illicit liquor costs onlj /4/ per bottle to make and 
Its sale Government has admitted is equal, to that of licit liquor Prohibition 
wiU mean increased taxation in other directions In other words the prohihitionists 
■will have to pay tlic Excise duty that should bo recovered from the distillers 
Honest men will have to make up the revenue evaded hv the law breaker Illicit 
distilling IS not considered an offence by the public Government can by a stroke 
pf the nen forfeit the Excise revenue and increase taxation in other ways, but 
this will not decrease the consumption of country liquor winch is already manu 
factured on a wholesale svale 


C 55 Sta(tmen( /—This Association agrees with this statement but 
there is a limit to which the p'tce can be raised The policy of the Funjab 
Government is said to be the highest possible revenue with the least possible 
consumption This Association agrees with this yiohcy but the word ‘ eonsomp 
tion " must be read to include both illicit and licit spirits, by excessive taxation 
consumption is increased and not decreased 

Sfaiement 3 —This Association agrees with this statement and would em 
phasise the last few words. 

Statement 5 — Is accepted but the question again arises to where taxation 
ceases tu discourage the use of tax paid goods and where it mcicases consumption 
by fostering illicit sale 

Siaitment 4. — la agreed to with the same reservation made regarding state 
ment 3 


Statement S — No reply 

Statement 6 — Alcohol is not found to be at the root of every grave social 
evil Evidence could be brought forward to show that many criminals were 
teetotalers At the same time the excessive consumption of alcohol should be 
discouraged in every way 


— Alcohol must be taxed, and if taxed properly, large revenue cau 
result When that tax is injndicially increased licit consumption decrc?ses, 
its place being taken by the illicit Inpwr with the result that revenue falh 


^ country spirits is too high The duty should be de 

ciea‘^ by 50 per cent when a severe Wow would be made at illicit distulme 
end tiovernment would not lose revenue A uniform rate of duty should he 
imposed as far as possible, but conditions m India vary so considerably that a 
■unifoTu rate is impossible, 


^ 55— This has undonblediy been the case Government admitted manv 
years ago, that m the year when doty was l/3rd the present figure, M 


L 
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per Cant, of the liquor consumed was probably illicit. What the proportion is- 
tq-day we would not like to say. Government themselves admit that the situa- 
tion ;s quite out of hand. Please see the enclosed extracts from Government 
reports (Statement A.) , 

Q. 67 — This question assumes that all imported liquors are of first class 
quality. This statement is incorrect. Imported liquor consists of both imi- 
tation and real articles. India also produces real whisky, etc., and also imi- 
tations. -The duty on such liquors should be less than the tariff rate. For the 
purposes of Excise control it is better that restrictions on locally made foreign 
spirits should exist. 

Q. 68. — No, the duty is already too high. 

Q. dP.^See the reply to question 67. 

Q. 70. — Tari is not consumed in the Puni'ab to any great extent. 

Q 73. — The systein of disposal of retail liquor licenses is most unsatisfac- 
tory. The duty on liquor should be levied by' Government, but the present 
system of auctioning licenses means that the duty is fixed not by Government 
but b5' the retailers. The methods by which auctions are held in the Punjab 
are very unsatisfactory resulting in much discontent among the retailers. In 
this Association's opinion licenses should be given to retailers of long standing 
on nominal figures, and the entire duty should, be fixed by Government. 
Licenses should not be auctioned annually, but renewed to the same vendor at 
a figi;re to be determined by Government. Should the vendor -refuse to carry 
on his business at this figure, then Government should offer the license else- 
where. 

Q 7 ^. — Government has so decreased the retail licenses in the Punjab that 
their value has of course increased but not to such an extent as may be thought, 
at any rate as far as profit to the retailers is concerned. The shops are too 
few and too fa.- apart for the need of the community and a villager who can 
make all the liquor he requires in his backyard at a cost of not more than 
-/4/- a bottle is not going to walk 10 miles to enjoy the privilege of paying 
Government Rs. 3-8-0 for a similar quality of spirit that because of its com- 
parative purity is not going to intoxicate him as his own doped liquor will do. ■ 

Q. 9S. — ^Please see reply to question 73. 

Q. 109. — Local taxation is clumsy, inconvenient and costly in collection. 

It should be reduced to the absolute minimum. The loss being made up by 
grants from Government the money for which should be raised by a slight in- 
crease in possibly Customs duties. Land or Water taxes. As far as the liquor 
trads goes, local taxation should be abolished, as it interferes with calculations 
made by Government, who should alone fix the duty payable per gallon. 

Q. 153 and 15 ^. — The Punjab Government have already raised the duty too 
high and the country side, as far as illicit liquor goes, is to a very great extent 
uncontrolled. Difficulties would arise in allotting revenue to the province of ■ 
consumption, anl if adopted would be most unfair to many of the existing 
distilleries of India. Many distilleries would have to close down that were 
originally licensed by Government to fulfil a definite purpose. Their trade 
’ would go to distilleries that were not ' erected for such' purposes, and vhen 
times of difficulty arose, such as railway strikes, floods, or other transportation - 
difficulties, to which a country like India is prone, there would immediately be an 
outcry from retailers as to why Government had closed up a safe and certain 
avenue of supply that had stood the test of time. In such circumstances a heavy 
loss of revenue to Government would accrue coupled by claims for compensation 
from licensees. 

Q — The methods of distribution at present in force in this Province 

are suitable to the needs of a province and -.should not be changed, or the vested 
interests of the wholesalers jeopardised by handing over of certain tracts to dis- 
tillers under monopoly. 

In conclusion I beg to enclose herewith a copy of a letter addressed by this 
Association to the Punjab Chamber of Commerce and the Northern India 
Chamber of Commerce, etc., (Enclosure 1). This letter deals* fully with the 
ouestion of Excise in this province and shows clearly the tremendous amount of 
i-evenue that Government has lost during recent years, with the result that they 
have had to raise loans'' and in other way increase taxation in order to carry 
on administration. 
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TrrrER Fnoii "The Spirit Traders and Licensed Victdaixers Associatiok" of 
TOE PTOMB. AsSsSl, TO THE SeCBETABV. PtTNMB CHAMBER OF CoM^IERCE 
Lelhi, dated the 23rd February 1924 
I am direct-a by my Committee to bnng to your notice the state of chaos 
into vihich the Punjab Government appear to be allowing Excise Depart 
ment of this Province to drift To this end I enclose herewith the following 
statements 


A A statement of extracts from the Punjab Excise Reports regarding 
illicit distilling and smuggling in the Punjab for most of the years 
.19(yi-G3 to 192223 


B A statement showing the various duties and vend fees in force for 
the years 1901 02 to 1923 24 inclusive I would here mention m 
connection with this statement that Government levies a duty on 
every gallon of spirits issued from the Punjab distilleries to the 
retailers — ^this duty is known as the Still Head Duty A second 
dutv IS levied by auctioning the retail shops every year handing 
them over to the highest bidder — this duty is officially known as a 
VcnUPee The SUU Head Dntv u a fixed du*y and the amount 
payable per gallon is known at the beginning of every official year 
The duty payable per gallon that is collected m the form of Vend 
Fees 13 not known exactly until the end of every official year when 
the actual number of gallons sold by the retailer can be divided 
* into the lump sum paid by him for his shop For this reason the 
"Vend Fee payable for the year 192324 js snown in this statement 
as estimated only as the exact figures are not yet available 
C A statement showing the total duty payable per gallon for certain years 
togfther with the average annual consumption per bundred of 
popaLtion It also shows the number of shops in the Punjab for 
certain years, and the average number of square miles pet shop 
Kangra district is omitted from this statement as the inhabitants 
of that district take out home brewing licenses on payment of smtU 
annual fees 


D A statement based on the latest census report showing the population 
of the Punjab together with the number of towns and vula^es in 
the Punjati— their average population and the amount of Govern 
ment spirit consumed per town and village based on the noimal 
consumption of spirits such as took place during the years WlB-lQ 
1919 20 and 1920 21 

E A statement showing the total issues of spirit from the Punjab dis 
till»nes together with the duty levied per gallon end the total duty 
realised by Government In the same statement is shown a sug 
gested normal issue of spirits together with a suggested adequate 
duty per gallon The list tvo columns of the statement show the 
total duty that would have been realised by Government had the 
duty not been so severely increased as it has been, and the last 
column shows that daring the last three years, the result has been 
that Government has lost approximately one and a quarter crores 
of Rupees revenue 


Afj Committee have carefully considered much evidence put before them 
from many Districts of the Punjab and they are unanimously of the opinion 
that the illicit d stillatiou of liquor and smuggling of liquor from Native States 
are tiefiy responsible for the decrease of revenue to Gfovemment 

The territory of the Punjab is severely broken up m many places by the 
existence of Native States These Stales tax alcohol at about one third the 
duty levied by the Punjab Government They maintain shops close to the 
borders of RntHh Territory and a roaring trade is done by persons importing 
hqnor from the Native States into British Territory f ^ 

e d^cult to obtain sale figures from the Exase Departments 

ot the Indian States in the Punjab, as for reasons best known to themselves 
they keep such figures private From cartain facts that have come to the 
knowledge of my Committee they have however every reason to believe that 
the sale of spirits in Indian States has not decreased dunnfe the last few years 
as has been the case with the Punjab proper ■ 

b 2 
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The habits of the inhabitants of the Native States in the Punjab differ in 
mo way from those people who inhabit the British portion of tlie Punjab. The 
!NatiVe States however levy a very reasonable duty on alcohol with the result 
that the smuggling of liquor into tlieir territory does not exist and illicit distil- 
biig _ exists to a very ^ limited degree. It is only in the British portion of the 
Punjab that these evils 'Ure the' order of tlie day, with the result as shown 
in Statement F. Government has lost a crore and a quarter rupees revenue. ^ 

Tne opinion of my Committee regarding illicit distillation and smuggling 
is only too strongly upheld by Government’s own admissions in the annual 
Excise Reports, and a perusal of Statement A., which consists of extracts from 
the annut,I Government Reports, will convince you that our arguments have 
backing. 

If the remarks made by Mr Alexander Anderson in the third paragraph^ of 
the extracts from the Punjab Excise Administration Report for the year 
1906 07 were true for a year during' which the Punjab was very peaceful and 
when .the total duty (Still Head Duty) and (Vend Fees) amounted only to 
Rs. 6 6-7 par proof gallon, how much moire strongly do they apply to-day Mhen 
the total duty amounts to no less than Rs. 22 per gallon and the country side 
given oyer to agitation of various kinds. 

Did my Committee think that the inhabitants of the Punjab were giving up 
drinking alcohol they would feel that they had no right to address you on this 
subject There is however no evidence available upon which they can base 
auch an assumption. On the contrary what evidence there is shows th^t the 
reverse is the case. 'There exist in the Punjab some three or four Temper- 
ance! Societies whose admitted aim is the prohibition of Government liquor. 
These Temperance Societies have been hammering away at Government for 
many years past wjth the result as shown by Statement C. that the number 'of 
shops in the Punjab have been reduced from 1,271 in the year 1902-03 to 525, 
in the year ,192?^ 23, The result of this tremendous reduction in the number of 
shops has had ine result that in the rural districts of the Punjab' there is only 
one liquor shop for every 543 square miles. This means that .people living 
between two liquor shops have an average of over two hundred miles to travel 
in orcier to procure a bottle of Government liquor at Rs. 4 per bottle, when 
they can make it in their own homes with little risk of detection for four 
annas a bottle. 

Any Excite man will tell you that there exists in the Punjab Excise Act many 
loopholes through which the illicit distiller when caught is able to defeat the 
ends of Justice. My Committee would go further and say that it is well nig'a im- 
possible for an illicit distiller to be even caught when he distills his liquor in 
the private apuriments of his house fOr his own consumption. The possession 
of the unlicensed distilling apparatus is contrary to the law, but the distilling 
apparatus of the Punjabi consists of his ordinary cooking vessels. Distilling 
apparatus exists therefore in the possession of every villager in the Province. 
And for the material with which to make his dope he has but to use the gur 
"that either is produced from his fields or obtained with ease in the market. 
The Excise staff of the . province is inadequate for its present needs, yet their 
number was recently cut down by Legislative Council at Lahore. My Com- 
mittee do not want to run down the Excise staff in any way, they are pro- 
bahlv doing the'r best under trying circumstances, but the fact remains that 
most of the cases caught are the result of some friction between illicit distillers 
or enmity due to unknown causes resulting in information being given to Excise 
■Staff of the existence of illicit distilling in a certain place. I ana directed to 
mention the above to show you how easy illicit distilling is, how little the risk 
of detection and how enormous the profits. 

T now come to the chief object of this letter, and that is ^to point out to you 
the tremendous amount of revenue that Government is losing on Excise.^ The 
Government’s policy is supposed to be a temperate one, and those trading in 
liquor have no quarrel with such a policy having no desire to make money out 
of people lying in the streets in an intoxicated state. My Association has 
however a strong objection -to Government’s apparent departure from its tem- 
perate policy bv the way it is encouraging people to make liquor in their ovra 
homes. As representing the trade my Committee strongly object to their trade 
1 eing taken away from them in this manner, and I am to state clearly that it 
is with the object of getting the trade 'restored into its rightful channel that 
•this letter is add.ressed to you. 
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The point that 1 am instructed to put before you is that Government baa 
to raise levenuj somewhere and if it is going to lose a crore and a quarter of 
rupees by pandering to the pcohibitwmists and encouraging people to make their 
own liquor then it is by taxing other industries and businesses that Government 
has got to raise money and you now have the explanation as to why the Income 
tax Ins 1 een so greatlv increased and taxes of other kinds imposed on the 
<3oinmunilj » 

JIv Associat jn has brought these matters very forcibly tefore Government, 
with <he result that a very small reduction in the sals price of Indian Spirits 
will le introduved from the 1st April next The reduction is not enough how 
ever and Govermrent must continue for another year to lose revenue 

Tne Puniat has now a Local Option Bill, which gives to local bodies the 
power 10 reouce further the number of Government liquor shops, a power which 
it IS believed tle»t, local bodies will ns© to the utmost 

Nttice of a Besolution has just been gnen m the Legislative Assembly for 
the prohibition of the import, pTeparation and sale of all alcoholic drinks m 
India ^meric" with the aid ot her fleet is unable to stop liquor from gelt ng 
into her ter'^do”' India has an extensive and entirely unp»otected coast, and 
at any 'rate as far .ls the Punjab goes is even now riddled with illicit distilling 
and smuggling The utter imworkablencss of such a scheme must be apnarent 
^to you 

Tne Punjab Lean has got to be repaid m nine years tune and instead of 
the Excise Department paying for this loan, Government will have to ask other 
industries to fim’ the interest and capital Had this tremendous loss not 
ocew'-ed on Excise the Punjab Loan would hardly have been necessary 

is an instance of the cleverness and audacity of those ^ho contravene the 
Excise Laws, 1 v ould mention that ExcUable goods to the value of Rs 60^000 
were rol bed fr^m the Government godowns in Amritsar a ^ew nights ago The 
theft was not even discovered until the thieves themselves wrote m to the 
Poll e lind oskod them what they were going to do about t 

\ou can as'ist in righting these matters and reducing the taxation on the 
industries and 1 u'lnesses that your Association rep-esents by doing something 
to stop Government from encouraging the illicit distiller by puttjflg oo Jjquor 
a tax that it cannot bear and at the same time reducing the Excise staff 
leu cm do tbis either by causing questions to be asked m the Council or 
hv addressing Government in other ways If this Association can be of am 
assistance to ^ou m any way, you have only to write to me and evervthimi 
possible will be done to help jou ^ ® 
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Tiie liabits of the inhabitants of tlic Native States in the Punjab differ- in 
no way from tlioso people whp inhabit the British portion of tlie Punjab. The 
Native Stales however levy a very reasonable duty on alcohol with the result 
that the smuggiin(; of Hquor into their territory does not exist and illicit distil- 
'^*'6 to a very - limited- degree. It is only in the British portion of the 

Punjab tliat these evils arc the' order of the day, with the result as shown 
in Siatcment P. Government has lost a crore and a quarter rupees revenue. / 

Tno opinion of my Committee regarding illicit distillation and smuggling 
is only too strongly upheld by Government’s own admissions in the annual 
Excise Bcports, and a perusal of Statement A., which consists of extracts from 
the annual Government Reports, rvill convince you that our arguments have 
baching. 

If the remarks made by Mr Alexander Anderson in the third paragraph of 
the extracts from the Punjab Excise Administration Report for the year 
1906-01 wei’c true for a year during' which the Punjab was -very peaceful and 
when ,tho total duty (Still Head Duty) and (Vend Fees) amounted only to 
Rs. 6-6-7 par proof gallon, how mucli more strongly do they apply to-day uhen 
the total duty amounts to no less than Rs. 22 per gallon and the country side 
given oyer to .agitation of various kinds. 

f 

Did my Committee think that the inhabitants of the Punjab avere giving up 
drinking alcohol they would feel that thej' had no right to address you on this 
subject. There is however no evidence available upon which they can base 
such an assumption. On the contrary what evidence there is shows thqt the 
reverse is the case. There exist in the Punjab some three cir four Temper- 
ance! Societies whose admitted aim is the prohibition of Government liquor. 
These Temperance Societies have been hnmniering away at Government for 
many years past with the result as shown by Statement C. that the number ‘of 
shops in the Punjab have been reduced from 1,271 in the year 1902-03 to 525, 
in the year ,1922-23. The result of this tremendous reduction in the number of 
shops has had the result that in the rural districts of the Punjab, there is only 
one liquor shop for every 543 square miles. This means that .people living 
between two liquor shops have an average of over two hundred miles to travel 
in order to procure a bottle of Government liquor at Rs. 4 per bottle, when 
they can make it in their own homes with little risk of detection for four 

annas a bottle. 

? 

Any Excise man will tell you that there exists in the Punjab Excise Act many 
loopholes through which the illicit distill'er when caught is able to defeat the 
ends of Justice. My Committee would go further and say that it is.weU nig'a im- 
possible for an illicit distiller to be even caught when he distills his liquor in 
the X'^iv^ite apuvtments of his house for his own consumption. The • possession 
of the unlicensed distilling apparatus is contrary to the law, but the distilling 
apparatus of the Punjabi consists of his ordinary cooking vessels. DistiUing 
apparatus exist.s therefore in the possession of every villager in the Province. 
And for the material with which to make his dope he has but to use the gur 
that either is produced from his fields or obtained with, ease in the market. 
The Excise staff of the. province is inadequate for its present needs, .vet their 
number was recently cut do-wn by Legislative Council at Lahore. My Com- 
mittee do not want to run down the Excise staff in any way, they are pro- 
bably doing the'r best under trying circumstances, but the fact remains that 
most of the cases caught are the result of some friction betrveen illicit distillers 
or enmity due to unknoum causes resulting in information being given to Excise 
Staff of the existence of illicit distilling in a certain place. I ani directed to 
mention the above to show you how easy illicit distilling is, how little the risk 
of detection and how enormous the profits. 

I now come to the chief object of this letter, and that is ^lo point out to you 
the tremendous amount of revenue that Government is losing on Excise. 'The 
Government’s policy is supposed to be a temperate one, and those trading in 
liquor have no quarrel with such a policy having no desire to make money out 
of people lying in the streets in an intoxicated state. My Association has 
however a strong objection - to Government’s apparent departure from its tem- 
perate policy by the way it is encouraging people to make liquor in their orvn 
homes. As representing the trade my Committee strongly object to their trade 
being taken aw-ay from them in- this manner, add -I am to ' 'state clearly that it 
•is with the object of getting the trade 'restored into its i.'-- ' " ■! channel that 
■this letter is addressed to you. 
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\ear 1908 09 


\ 


Total Duty Rs 7 9 9 


and labtly the mcrcase m illint distillation o! ivhicli the present lepoit 
•gives evidence 

They prove conclusively that among the Jata of the Central Punjab de | 
fiance of the Evcise Law is widespread The detected cases though exceedingly a. pm 
numerous furnish an imperfect indication of the extent to which the production 
of cit spirits IS prevalent It is in the same tra^ that there has been such 
an inirrase m serious crime 


Customers hsing thus unable to get satisfactory liquor at a reasonable wice Page lo, pm 
are driven to make their own liquor By the process of illicit distillation which 
in thi^ province is so very easy to carry out and is fairly safe from detection 
Uider the lew rules m the ordinary auctioned shops 1/6 gallon of 60 
degree spirit sells at from Re 1/ to Rs 1/4 and of 80 degree spirit at from 
Rs 1 4 to Rs 1/8 If a man is inclined to drink his liquir licit he will not 
grumlle at getting his rupees worth at 60 degrees instead of 75 degrees of 
proof or at pacing a few annas more for an increase in strength But the 
abandonment of the system will not affect at all the man who has made up 
lus mind that with licit 75 degrees liquor at Ro 1/ per reputed quart it is 
better to unde’^lake the simple process of making his own liquor and risk the 
smaV chance he runs of punishment 

And many complaints against shops are merely pretexts for getting nd of ^3, para 
them with a view to increasing the consumption of illicit liquor In spite of® 
complaints shop must be maintained as they are and Jocai option in rural 
■tracts is imposE ble till the people change their drinking customs and their 
altitude towards illicit distillation 


statistics of detected cases give no real idea of the extent of i licit P®”* 

distill tion T''* Deputy Commissioner of Gurdaspur is of opinion that in the® 
neighbourhood o* Batala every Jat sikh family has an illicit still ’ Two 
Laboie villages were recently raided 11 cases were sent up for Inal from 1 
Village and 5 from the other In Amritsai last January before the Lohri 
festival the Darogha submitted a list of ^ suspected villages Raids were 
organized and c’<rried out on the 9th January 1909 and 14 cases of illicit dis 
tillalion yere detected The DepuW Commissioner of Hoshiarpero thinks illicit 
«tiTls exist in ni»iny villages In Lyallpur an Excise Officer on special duty 
Lollecfed inform tiou which pointed to the existence of the illicit distillation 
in at least 109 villages of the district Illicit distillation has now been intro 
duced into Sh^jpur by Sikh colonists 

In villages where good relations tnttr se exist aYnong the inhabitants, the page id, psra 
detection of a case of illicit distillation is almost an impossibility S7 


tear 1909 tn Total Duty Rs 6 13 Q 

Though both Executive and Police Officers have been alert to detect the ^ GoAs endst, 
various offences which Ihe Excise Acts tend to create, it is feared that smug psra 8 

glmg and illici* distillation continue 


The ehohtion of the fixed fee system in the foor central districts will call r C a note 
for increased vigilance iti the suppression of illicit disUlMwm The diffieolties 2 

ire icry great and it is necessary to coniince men of local influence tl at it 
/nvs to he on <iur side in this matter I trust no attempt will he made in the 
neat future to firther push op the price of liquor 

Tic number of persons arrested for illicit distillation was only 119 of wtiom 
m were convicted These figeres are lower than any in the last three jfarr <7 
Uut u IS doubtful whether there has been any real decrease in this offence 


Tear 191011 Total Duty Rs 7119 

Illicit distillation, the illicit importation of cocaine and tbo smucehne off Gorts endst 
opium still conljiue ® Ps^e®, p*«4 


I' IS generally beliescd that illicit distillation shows no s gns of decreasing P«Bel5,p»ra. 

contempiated by Government, notwithstanding 
the fact that a rise in prices must always be a temptation to illicit distillation si ^ ^ 

If the dnti 13 eiban^d ne must look to farther efforts .,n the uart of the 
Excise staff and the Police to combat illicit traffic 


/ 
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Erlmct>> from 


STATEMENT A. 


the Punjdh Excise A (hninist ration Eeports 
DhtiUing and Snntggling in the Punjab. 


regarding Illicit 


Page 1, para, 2. 

Pace 1, para. 2, 
F. C’e. note. 


Year 1902-03. 

Special enquiries are 
distillation. / 

The weak point.s just 


Total- Duty Es. 6/7/6. 

now in progiess as regards the prevalence of illicit 
now are the prevalence of illicit distillation. 


Reports for fljc years 1903-04, 1904-05, 1905-06 are not available. 


Year 1906-07. 


Total Duty Rs. 6-6-7. 


P. Govt’s, ciulst.- The Lieutenant-Governor observes, however, that one result of the experi- 
Page 1, para. 3. merit lias been to disclose the existence of illicit distillation in these districts 
on a much larger scale than was originally supposed to exist, and it would 
seem that the brlk of the increased revenue derived from Excise in the area 
referred to rcpre.s_ents what would have accrued to Government had it been 
possible to deal with illicit distillation on adequate lines in the past. 

b para. 3. The reductioii by one half of the price of spirits in the rural tracts of four 
districts in which illicit distillation was rampant has led tliere to a great increase 
, of licit consumption. 


Page 2, par."!. G. The question of Excise Administration in the Punjab must be greatly in- 
F. C's. note. fluenced bj’ the fact of the extraordinary prevalence of illicit distillation in 
the districts in wliich any large number of the j^eople is in the habit of drink- 
ing spirit. A special enquiry was made in three or four of these districts a 
few years ago by the Revenue Assistants, and the results were very stai’tling. 
The Jate Mr. Alexander Anderson, the Commissioner of Lahore, gave it as 
his opinion that half the liquor drunk in Lahore, Sialkote and Amritsar paid 
no duty, and the same or worse might probably have been said of Ferozepore, 
Ludhiana and Jullundur, Mr. Hallifax thinks that the reduction of the price 
of spirits by one half in the rural tracts of Amritsar, Jullundur, Ferozepore 
and Ludliiana has greatly restricted illicit production. This is probably true, 
but it is not likely that distillation for home use will entirely cease, for even 
now the article sold in the shops is six times as dear as that made in the pot- 
stills. . , 


Page 7, para. 23. 


Page 8, para. 23. 


Page 10, para. 
29. 


“It is a pregnant fact that there was a good sugar cane crop this year and 
this probably has facilitated illicit distillation, causing a fall in the sales bv 
the authorized shops. The decrease must be put down to an increase in the 
manufacture of illicit liquor.” The Commissioner agrees that this must be so. 
In my inspection of the Lyallpur district the high incidence of vend-fees upon 
the quantity of liquor sold, forced itself upon my notice, and a special enquiry 
is being made by my Personal Assistant into the ' circumstances of this district. 
There can be little doubt that illicit distillation both for private consumption 
and for sale is very prevalent there. 

In Sialkot a case was detected in which two constables were found to be 
in collusion wFh a vender of illicit liquor , In Jhang and Guj’’anwala and 
Jhelum, as well as in the Sirsa Tehsil and Bhadlada tract of the Hissar dis- 
trict, it is admitted tliat illicit distillation is rife. In_ my opinion its_ full 
exteul^ is no where properly appreciated. The amount of liquor which is illicitly 
distilled and dnink renders it impossible for Government to give effect to the 
p'-inciple that the maximum of revenue should be raised from the minimum 
consumption. 

Ip a Gujranwala Village which was notorious for illicit distillation, 


Year 1907-08. 


Total Duty Rs. 6-1010. 


In Lahore the number of shops was reduced from 95 to 70 and in Gnjran- 
wala from- 66 to 50. 


Page B, para. 18. 
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Total Duty Es 7 9 9 


and Ustly the increase in illicit distillation of ivhicli the present report 
tives evidence „ „ » 

They prove conclusively that among tte Jats of the Central Pa?e°?para 12 

fidnce of the Excise Liw is -widespread The detected cases though exceedingly 
numerous furnish an imperfect indication of the extent to which the production 
of i^l cit spirits IS prevalent It is m the same tract that there has been sucH 
an inirrase in serious crime, 


^l.^tome^s being thus unable to get satisfactory liquor at fl reasonable Mice Page 10 , para 
are driven to lUdke their own liquor By the process ot illicit di^illation which - 
m thik province is so very easy to car^y out and is fairly sate from decccdion 

Under the le-w rules m the ordinary auctioned shops 1/6 gallon of 60 5®” 

degree spirit sel^s at from Re 1/ to Rs 1/4 and of 80 degree spirit at from 
Rs 1 4 to Rs 1/8 If a man is inclined to dnnk his liquor licit he will not 
grumlJe at getting his rupee's worth at 60 degrees instead of 75 deCTees of 
proof or at pacing a few annas more for an increase in strength But the 
abandonment or the system will not affect at all the man who has made up 
his mind that with licit 75 degrees liquor at Re 1/ per reputed miart it is 
Better to undertake the simple process of making his own liqnor and risk the 
smal chance he runs of punishment 

\nd many complaints against shops are merely pretexts for getting nd of I"®?® IS, para 
them with a view to increasing the consumption of illicit liquor In spite of 
complaints shop* must be maintained as they are, and local option in rural 
-tracts IS impose ble till the people change their Minting customs and their 
attitude towards illicit distillation 


statistics of detected cases give no real idea of the extent of illicit W, para 
distillntion The Deputy Commissioner of Gurdaspur is of opinion that zn tbe*”* 
neighbourhood o* Batala ‘every Jat sikh family has an illicit still ’ Two 
Lahore villages were recently raided, 11 cases were sent up for trial from 1 
Village and 3 from the other In Amnlsai last January before the Lohri 
festival the Darogha submitted a list of 20 suspected villages Raids were 
orgamred and I'^rned out on tHe 9th January 1909, and 14 cases of illicit dis 
filiation were detected The Deputy Commissioner of Hoshiarpore thinks illicit 
«ttns enst in mdoy Tillages In Lyallpur an Excise Officer on special duty 
collected inform tion which pointed to the existence of the illicit distillation 
in at least 109 villages of the district Illicit distillation has now been intro 
duced into Sh^jpur bj Sikh colonists 


In villages where good relations infer «e exist a'taong the inhabitants 
detection of t case of illicit distillation is almost an impossibility 


the PagelO, para 


Year 190910 Total Duty Rs 613 0 

Though both Executive and Police Officers have been alert to detect the ^ Port’s erdst. 
various offences which the Excise Acts tend to create it is feared that smur 8 

cling and ilIicY distillation continue ® 


IJie abolition of the fixed fee system in the four central districts will call S' Cs note 
foi increased vigilance in the suppression of illicit distillation The difficulties *‘®K«Bpara 2 
are very great and it is necess-iry to convince men of local influence tl at it 

But it is doubtful whether there has been any real decrease in this offen I 


Tear 191011 


Til 1 J * 11 . Rs 7 11 9 

opium ttilf'coK^ ^ ‘niportalion of cocaine and the smuggling of P s endst. 

Page 2. para 4 

I,'™?””"-' d.rtmal.on shoii, no B gn, o{ doorBosing P.*.ls,p,B 

T3«.s, slaH and tha Pol.ca d/.at iSo «■' 
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. Govt’s, didst. 
Page 1, para. 1. 


Year 1911-12. - g. 5 _ 2 o. 

-. Inspectors and Sub-Inspectors have been specially trained in- 

distillery work, and the Excise Staff as a whole appears to be working well, 
tliougli, as observed below, it has not yet /succeeded in checking illicit distilla-_ 


P. Govt’s, endst. 
Page 1, para. 2. 


P. Govt’s, endst. 
Page^l, para. 3. 


P. Govt’s, endst. 
Page 1, para. 3. 


•j i 1 with one exception, all the districts where drunkenness is 

said to be most prevalent show a decreasa in the consumption of liquor. On 
the cfher hai^ the continued prevalence of illicit distillation and smuggling 
from Tvative States suggest a doubt which forbid any positive conclusion. 

With a view to checking the consumption of Country .spirit the Lieutenant- 
Governor. asked the Financial Commissioner last year to consider whether the 
still head duty could not be raised without stimulating illicit distillation to an 
undesirable extent. It is disappointing to find that this evil still continues 
unchecked in the central districts of the Punjab, notwithstanding the reorganiza- 
tion of the preventive establishment. 

^ Whether an immediate increase in the duty is* considered feasible or not. 
His Honour thiiiks that the, time has dome for an energetic and organised 
campaign against illicit distillation in those districts in which the evil is most 
widely prevalent. 


Page 7, para. 20. 


Page 14, para. 
41. 


Page 14, para. 
41. 


Unfortunately, as the Commissioners of Jullundur and Lahore divisions 
point out, it is too soon to congratulate the province on any decrease in the 
drinking habit. There is, it is feared, only too much reason to suppose that large 
quantities of liquor are smuggled in from Native States to Ferozepure^ 
especially from the Nabha State, and that the illicit distillation continues un- 
abated in distiicts such as Gurdaspur and Amritsar where cane js easily 
procurable. 

there is unfortunately only too much reason to believe that illicit dis- 
tillation continues unchecked in the districts of the Central Punjab. _As the 
Deputy Commissioner of Gurdaspur remarks the people look upon illicit dis- 
tillation as a legitimate business and cannot see why Government interferes 
with them in converting their sugarcane into liquor for their own use. 

In Amritsar it is reported that “illicit distillation continues on a very 

large scale in spite of every ^effort to check it. It would be no 
exaggeration to say that there is a stiU working in almost every Jat Sikh 
village.” Lambardars generally are said to connive at illicit stills. There is 
mention in one report of the murder of an informer. Another informer’s son 
was stabbed. The property of another was destroyed by arson. In view of 
the failure up to the present to suppress this evil the Deputy Commissicners 
of tl e districts in which it is most prevalent are averse to .any further enhance- 
ment of the didy on licit liquor. The Financial Commissioner agrees. that the 
time has not yet come for such enhancement. 


Year 1912-13. 


Total Duty Ps. 8-13-4. 


P. Govt’s, endst. The fees for the vend of country spirit have now risen to 44 per cent. o.f 
Page 1., para. I. ^Q^al revenue, and thig high figure constitutes a strong reason for raising 
the dutv. But no move can be made in this direction until the administiation 
is in a stronger position to cope with illicit distillation. 

Page II, para. It is satisfactory to ,note a considerable increase in the number of arrests 
30* and convictions for illicit distillation, especially in Ferozepore, Sialkot, 

Montgomery and Lyallpur. Efforts to deal with this offence in Lahore were 
not less successful than last year, but there has been a falling off in Amritsar. 


Page 11, para. 
31, 


Page 12, para. 
32. 


The usual apathy on the part of the public and_ even of zaildars and lambar- 
dars was observed.' Vigorous action was taken in Ferozepore and Lyallpur 
against Lambardars who were themselves involved in or failed to give_ assistance- 
in the detection of illicit distillation. But the good work of Police Excise 
officials and the assistance received from the public and local notables is too- 
often rendered nugatory by the extraordinary leniency of the courts both original 
and appellate. 

The Deputy Commissioners of Ferozepore, Lyallpur, Hqshiarpur, Gurdaspur 
and Amritsar do not attempt to minimize the extent to which illicit distillation- 
is rife. 


/ 
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In Ibis year’s Ferozepore report it is jneationed that the house of an inform Ptge 12, pars 
er was burnt down the day after a raid on the accosed'e premises, and in the same ^ 
district an Excise Inspectoi v.xs roughly handled while conducting a raid in a 
Jat village where some 200 bottles of Nahha liquor were said to be concealed 
A striking feature of illicit distillation as described iti the district reports 
for this year is the number of cases m which tho illicit liquor was offered for 
sale Smuggling of liquor from neighbouring Native States is a common 
offence in Ferozepore and Ludhiana, most of the spirit being brought from the 
Nabha territory, where, it is suspected, not only licensees but private individuals 
are making large illicit profits 


Year 1913 14 Total Puty Es 9 21 

The DeputJ Commissioner of Arantsar is of opinion that there is not a psrii 19, 

liquor shop which the neighbours wonld not like to have removed from their 
vicinity, and in this opinion, so'fat as it concerns the Amritsar villages, the 
Commissioner agrees Jfr Sfaynard s own erperieace, after a tonr la tbs 
Amritsar district confirms this impression It is a mistake, however, to suppose 
that the objection to the shop necessarily connotes an objection to the drmk 

In some cases the objection to a shop m this district of illicit distillation 
may not be altogether unconnected with the fact tliat a licensee is a permanent 
check to Such practices This fact the Deputy Commissioner seems to recognise by 
his practice of locating shops n villages wher© illicit distillation is suspected 

If we are to cope witli, illicit distillation on the scale on which it exists m Page 11, pan; 
Amritsar district we must be prepared to gne rewards on a lavish «c3le We So 
have the whole country side against us and we cannot expect a man to incur the 
odium of his neighbours for nothing 

As far as the cane growing districts of the Central Punjab are concerned page U, paw 
illicit distillation must it is feared, be considered as very common The Deputy 81 
Commissioner of Amritsar says that it is still very rife 

In Gurdaspur and Hoshiarpur it is said to exist m almost every Jat village 
In Sialkot it 1 $ reported as rife m certain villages and the Deputy Commissioner 
of Lyallpiir thinks thit more illicit than licit liquor is consumed 


I car 191416 


Total Dutj Ks 015 3 


progress during the cold weather of the campaign against the illicit distillation 5 
and smuggling of liquor conducted by Mr Ivemball Superintendent of Police, 
who lias placed on special dutv for the purpose This campaign was a distinct 
success both as regards its tangible results m the capture of illicit stills and tie 
detection of illicit possession, and also on account of the information and experi 
ence acquired during the operations If there are any temperance agitators or 
oHiers uho still regard illicit distillation in Sir Michael Fenton’s words, as an 
official bo„ej, the dctecMon of no less than 99 illicit stills m the course of a 
campaign, the actiie part of which only lasted 3 months and w-is coafined to 
five districts, should coniince even those sceptic^ (hat the evil « a eenoas one 
It IS even more siKUificmt that two thirds of the 182 raids undertaken by tbo 
special establi'liment uero on villages not hitherto on the Eici'e Departments 
black list of suspected ullages The Lieutenant Governor fullv agrees with 
the financial Commissioner that these special preventive measures are necessary, 
wather Arranged that tlie> shall be continued during the ensnmg cold 

The smugclmg of countn liquor from Indian States and e-ipecially from 
Aabtia presents almost as ‘erious a problem as (hat of illicit distillation 

An import ml conclusion, which is justified by the facts, brought to hgU jn raetto.van 
the i-cporl o! the officer who conducted ihw campaign against ilhoifc distillation » 

IS {/ia( we haae in the past consideribh nnderestimited the volume of illicit 
consumption in tbo Province 

this offence 15 even more widespread than was supposed 



t 


Page S, para. 31. 


Page 7j para. 19, 


P. Govt.’s note; 
Page 2, para. S, 


P. Govt.’s note; 
Page 1, para. 2. 


age 3, para. 4. 

Page 23,’para. 
39a. 


Page 25, para, 
39a. 


Page 25, pora. 
39 (o), (ft). 


Page 3, para. 4. 


Page 29, para. 
31. 
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Year 1915-16. . ^ 

^ lotai Duty Rs. 11-0-6. 

fli have at present only touched the frinee of 

Uie Illicit distiUaten that goes on To deal" completely with a class of “ffenS 

oL; mattr? condemned by^ubllc opinion is Lturally no 


Year 1916-17. 


Total Duty Rs. 10-5-9. 


The existence of illicit distillation sometimes makes 
move shops against which there is popular complaint. 


it difficult to close or 


Year 1917-18 


Total Duty R-s. 10-3-6. 


The report shows the increasing influence of local bodies on Excise policy 
and the aid derived from their co-operation. It also illustrates the difficulties 
that would arise from local option in places ;(and they are not few in the central 
districts) where local opinion favours illicit distillation and cheap liquor 
supplies. 


Year 1918-19. Total Duty Rs. 10-14-4. 

The Lieutenant-Governor agrees with the Financial Commissioner that in a 
Province with an area of nearly 400,000 acres under sugar-cane the total prohibi- 
tion of liquor would only mean replacement of licit by illicit drinking, and that 
the policy already pursued is the best, namely the combination of the maximum 
of taxation with the minimum of consumption, subject only to the consideration 
that the price of country spirit must not be raised to such a figure as to en- 
courage illicit distillation and importation. 


Year 1919-20. Total Duty Es. 11-6-9, 

The number of persons convicted for illicit distillation rose ..... 

The accidental arrest of two men on the Eohtak Railway Station led to the 
detection of illicit distillation on a very large scale. These two men when 
arrested were found to be in possession of 13 bottles of illicitly distilled liquor 
The men stated that they could point out the house from where the liquor was 
brought. This led to the arrest of 9 other men with nearly 10 maunds of 
lahan and 8j seers of illicit liquor. 

In Amritsar two persons were arrested working a complete still in the heart 
of the city. 

Two working stills and five complete stills (not in working order) and large 
quantities of lahan and illicit spirit were seized in Gurdaspur. Illicit distilla- 
tion is still rife. , 


Year 1920-21. 


Total Duty Es. 14-14-3. 


Offences connected with liquor fmrnished as usual the la^’gest number of 
wiminals, 256 men were arrested for illicit distillation and 148 for illicit posses- 
sion of country spirit. i 

Illicit distillation in the Punjab is an art which has behind it the support 
of tradition and is neither contemned nor reprobated by Pwlibc opinipn It is 
it is lucrative and it has the lure of adventure The Punjabi has 
-noVit bis millions on litigation in vain. He has learnt enough about the -aw 
to know that it affords Iwpholes of escape fbr the illicit distiller, who can defv 
[t by distilling it in open fields and taking to his heels on the first sign of 
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antru&ion It js, in fact, a matter for some surprise that Excise officials should 
still he able here and there to catch actual cases of working stills such as those 
briefly described jn paragraph 32 of this report The Deputy Commissioner, 
Karndl, after dealing with the question of constant reduction of the number of 
•country liquor shops, remarks “ The consequence of this reduction has been 
the springing up of illicit stills in many viUagei, an offence that was previously 
practicallv unknown to the district (6 working stills being found in the year 
under report)” Such arrests, however, wdl soon be a thing of the past both 
through the unwillingness of the masses to help and the wanness of the offen 
ders The Deputy Commissioner of Hissar remarks — 

‘ Illicit distillation owing to the redaction of country spirit shops and to the 
\erj high retail prices in the district is on the increase” 

The Commissioner, Anibala (Diwan Tek Chand), has commented on this m 
the following uords — 

*' The situation is rather serious and deserves catcfiil watching Country 
hqunr w selling at Hissat at Rs 6 a bottle winch is a yety high price 

Other districts are equally emphatic about the increised danger of illicit 
distillation if the sources of licit supply are unduly curtailed It is a- practical 
quest on and not one of sentiment Even m the year under report 256 persons 
were convincted of illicit distillation, 19 of illicit sales of liquor and 148 of 
illicit possession of country liquor, but these figures by no means represent all 
that was attempted thej only indicate a portion of what vyas detected 

What is wanted is Mr Fagan thinks, a discerning and at the same time a 
firm treatment of the liquor problem or problems with full recognition of the 
possibility that some remedies may be worse than the disease That a public 
opinion which, it is held, desires a drastic teslticUon of consumption should 
at the same time look with no disapproval on illicit distilling is a fundamental 
inconsistency which the extreme temperance reformer must face 


lear 1921 22 Total Duty R? 17 13 6 

The cry that Government is ‘ making money out of drink ‘ is not peculiar p 
to the Punjab or to India But it is regrettable that the anti liquor movement Pagei,!** g. 
which has been so ptonunent in the Punjab, during the past year, has been 
political rather than social in cliaracter Its objeclS have been not to check 
consumption of liquor generally on social and industrial grounds but to curtail 
-vs fat as possible the Goveromenl Excise revenue, by a boycott of the licit 
liquor from which that revenue is very largely deriv ed The temperance 
campaign was therefore conducted not by means of lectures demonstrating the 
evils of drink but by demonstrations against and attacks upon those who took 
any part in the trade in licit liquor 

The large d«»crease3 in leceiplx throughout the Province under almost every rise" nara,5, 
held of Excise are due to the following causes — ^ ’ ’ 

(i) Decreased consumption, (ii) an increased amount of illicit distillation 
and smuggling 

There IS dear CMdence that the decrease is only m consumption of licit 
spirit and that smuggling from Indian States and illicit distillation on a large ' 
scale have been resorted to by the people to satisfy their cravings for alcoholic 
stimulant v,ith a cheaper and more potent liquor 


Year 1922 23 


Total Duty Rs 2l 11 9 


The amount of licit hquor consumed m th^ year 1922 23 is now Utile more p oort 
than one third of the amount consumed in the year 1919 20 Pa^ ”par* 1 

This great reducUin in the consumption m the licit alcohol would be a P Gort’snots 

subject for pure congratulation were it not for the fact that there is reason to Papei.pam 1. 
suepect that part of the defect is made np by an increase m illicit distillation 
xnd a consequent increase in the amount of illicit liquor consumed 

The reports of all the districts in the central and eastern parts of the Province p.ve a r.« r 

bear testimonj to the increase in illicit distillation and this testimony is supported ^ ^ * 

hy the fact that there has been a great increase m the number of convictions 
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^although even yet ilie^ number of convictions bears a very small proportion to 
the whole amount of illicit distillation that has been carried on throughout the 
Province. 

Iho process of reducing the number of retail b'censes for country spirit 
was continued and there aro now only S25 country liquor shops in the whole of 
the Province. Tlicso shops aro in the proportion of 7 to every 100,000 of the 
urban population and 2 to every 100,000 of the rural iiojiulation. This propor- 
tion is less than that of any other of the major provinces of India. It is 
probable that we have gone too far in the direction of reducing the number of 
shops. 


Page 0, para, 11. 


The high price of country spirit, both plain and spiced, has undoubtedly 
sivem an impetus to illicit distillation throughout those areas where illicit 
distillation was common in past j'oars. It has also stimulated the activities of 
smugglers from Indian States. Most of these States enjoy a concession under 
which travellers from the States into the Punjab are allowed to take with 
them country spirit not exceeding one quart bottle in quantitj'. This concession 
is being abused on a very largo scale. Even if a man keeps within the law 
ho can make a large profit by going to and fro from an adjacent State and 
bringing with liim one bottle at a time. In Ambala city, for example, there 
was a constant stream of men returning from the Patiala territory by train, 
each bringing with him a bottle of country spirit bought in the State. In 
Simla district a State shop opened within 50 yards of the British territory 
contrary to an agreement which had previousl}' been reached between the 
Punjab Government and the State concerned did a roaring trade in the sale -of 
country spirit to people from the Simla District. T))o extent to which this 

trade of c.xporl from the State shops to the Punjab has reached may be judged 

from the fact that one shop in the adjacent State which used to be sold 

for Rs. 28.000 two years ago is now sold for Rs. 1,20,000. The difference should 
have accrued to the Punjab Government instead of the State, because it 

represents entirely the profits derived from exporting spirits from the State into 
the Punjab. 


Paco 7, para. n. The high price of liquor has also encouraged illicit distillation on a com- 
moreial scale. It is reported that in the Ferozepore district the Mahtams derive 
large profits by the sale of the illicitly distilled country spirit. They - are 
said to ha\’l' a regular system of guards, and as they cany on their operations in 
thick jungles on i.<!lands in the river Sutlej, it is almost impossible to get at them. 

, para. 12. There have been since the close of the year under report signs of a remarkable- 
increase in the supply of issues in bond to Indian States. It is believed by 
some people that much of this spirit finds its way back into the Punjab by- 
means of smugglers. 

There has been a slight increase in the number of convictions for drunkenness^. 


Page 10, para 
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ST\TFA1ES‘T B. 


Ztslthoat>i!;{htShll ITitd Z)ofy ai»< Tin/ fett per proof gallon in /ore) ilunng 
the follOKing yean , — 


Year. 


Vend fee 

Total. 

t 

111. X. T. 

111 X, V. 

U* A. r 

1901.02 .... 

3 U C 

2 6 C 

6 1 11 

1902-03 .... 

4 0 0 

2 7 6 

6 7 6 

1903-0 1 .... 

.. 



1901 05 .... 

4 0 0 

2 7 6 

C 7 6 

1903 OQ .... 

4 0 0 

2 0 C 

C 0 6 

isoa-of .... 

13 3 

2 3 4 

6 6 7 

1007-08 .... 

4 3 4 

2 7 6 

6 10 10 

lOOS-00 

4 2 8 

3 C 11 

7 9 0 

1009.10 

4 IS C 

1 18 7 

6 13 0 

1910-11 

COO 

2 11 0 

7 11 9 

1911-12 

COO 

3 6 10 

8 C 10 

1912-13 . 

5 0 0 

8 13 4 

8 13 1 

1913-U 

GOO 

4 3 1 

9 2 1 

1914-15 

5 0 0 

4 16 3 

9 15 4 

19'5 16 

C 4 0 

4 12 6 

11 0 6 

1916-17 

C 4 0 

4 10 

10 5 9 

1917-18 

6 4 0 

3 1C 6 

10 3 C 

1918 19 . . . 

6 4 0 

4 10 4 

10 14 4 

1919-20 

C 4 0 

6 2 9 

ll C 9 

1920 21 . . . 

7 8 0 

7 6 3 

14 11 3 

1921 22 . . . 

10 10 0 

7 3 6 

]7 13 6 

1922-23 

14 1 0 

7 10 9 

21 11 9 

1923-2-1 

14 1 0 

% 

• 

8 0 0 (est 

22 1 D(e8t) 
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Loss of rcvonuc in tlirco ytavs Eg. 1,25 39 205 
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■WTiUeii memoTandum ol Kao SaMb Cblman lial Khurana, Vabil( 
Bannu. 

Q 39—1 do not agree to the assessing of agncuUutal inwme to income tax 
at all whatever may be the amount estimated therefrom The vast population 
bf India is essentially agricultural and rural, the population of tovms and cities 
IS about 10 per cent of the total population of India agriculture proper supports 
about 71 per cent of the people (besides the cultivators the yllages contain 
many artisans, menials etc , who also gel their support from field produce) in a 
courhry where agriculture is the predominant occupation and field pioduce 
naturally furnishes the mainstay of taxation at present according to statistics 
It forms about 30 pet cent of the revenue The recurring famines and the 
economic distress show the inequity of increasing the burden of rent for the 
cultivators and the aarious widespread long chain of rent receivers and rent 
payers including village menials, etc There are host of middlemen between 
the big rent receivers and the actual cultivators who squeeze the cultivators 
out of the position of land holders No doubt this point to some extent justifies 
the necessity of our seeking the taxable surplus in the long array of intermediary 
dependents on the land rather than from the small holders whose economic position 
has deteriorated during these recent years But this may take the form of 
Death duties upon esiates probates etc But to tax directly the income derived 
from land would he burdening verv much and unnecessarily that section of 
the population whicli at the present day may be called the real population of 
India (from which the array is enlisted and labour is derived) 

Some have recommended a way towards the more equitable adjustment of 
taxing the land produce in the following manner — 

(a) Assessing the income denred from land by persons who do not directly 
work on the soil 


(h) Fixing the resenue on agricultural profits of a representative economic 
hold ng ^ 

(e) Exempting the uneconomic hold ng from any land tax 

But tne size of average economic holding would so vary in different provinces 
and the general problem would be so complicated to be worked out that tlie 
labour spent thereon sod the discontent winch will result therefiom would not 
he wo tn the amount which might bo ultimately realized and added to the 
general financial capital of the country 


Q 5Z— Tes I do accept the proposition described m this question Salt 
yields and can yield sufficient tax without really affecting in an apprecialle 
manner the pockets of the masses The actual amount which individuals ha\e 
^ pay per head on account of salt tax il the tax be remitted will be so small 
ar gam to the persons concerned as would not make any appreciable difference 
to the gams secured by the persons concerned No doubt salt is actual ncce sity 
of life and if the Government can derive the amount required for it? admtni tra 
tion from other sources one would prefer to leave the actual necessities untaxed 
but considering the following points I Ibink it Ji but fair to tax this commodity 

(a) Those who use salt do derive benefit from the stability and existence 
of a mvilwed Governmenl equally with their other brethren wl o 
are taxed for luxunes also 


(6) Salt tax is in existence (Since ancient times 

(c) In other countries also this commodity is taxed 

(d) Last but not the least, as already stated, the amount gained bv the 

individuals by the remission of this tax is so insignificant that it 
cannot be considered a hardship or a real substantial pmclun" of 
tile pockets of the poor (as the extremist agitators name it) 

Q 53—1 Quite acree, there is no other tax whicIi will be less oporessne on 
poor general classes than the salt tax Moreover the tax on salt can^ife collected 
with much more facility and leaves no margin of any person gSine e^eSed 
in any way Other grounds have been givenln detail Vn answer to quIsSrs? 
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. Q. 5S . — Rales of tax in India are no doubt lower than those imposed in 
most of the other countries hut considering the, general poor standard of ineome 
end living of Indians the roscutincnt of the people 'to further taxation is quite 
reasonaiiie and natural. They do certainly need Government protection and 
Jielp for devising moans to raise their general economic condition and capacity of 
production hut tlioso ,aro points which may not be touched in answering 
lliis questioTi and at this stage. 

<?. ST . — T would at present suggest addition of the following tax^s out of 
Annoxurc K — Advertisements, Auction Sales, Betting, Club Subscriptions, Enter- 
tainments, Motor Gars, Luxuries and Tourists. 

The r.bove items arc generally tlie rc.snlt of Western civilization and follow- 
ing (he mode of living obtained in those countries and as such they who enjoy 
the advantages should pay the taxes on tlie system in vogue in those civilized 
countries. , 

SS . — Ko doubt Stamp Duties are means of collecting taxes upon trans- 
actions (voluntary and involuntai-y). On account of recent amendments of 
the Stamp Act the matter has been .sufficiently threshed out in the Legislative 
Assembly and Local Councils. At prc.scnt they need no revision one way or 
(he other as the elTcct^- of recent amendments must be seen for some time in 
•order to form an opinion. 

Q. S9. — Bantham’s views about interdicting taxes on Judicial proceedings 
are quite in accord with those of the ancient Ilindu and Muhammadan Law 
Givers and Commentators’ views and opinions. But the times have since changed 
and the mode of Government is now a days quite dissimilar to the ancient mode 
oc Govornmeiit. On one side, wliilc Indians accept Western civilized form of 
Self-Government, stable, strong and representative, capable of standing on its 
own feet and alile to compete with the We.stern countries in every way; then 
they must on the otlier side pay for the maintenance of that system of the 
Government of those countries (judicial administration being only a part of 
that). My opinion therefore is that litigation, which in other words means 
Judicial Administration should bo taxed in such a way as to 'afford free justice 
to the real needy, and become a tax on those who indulge in litigation for 
tlie sake of litigation only. In other words I would not content myself to 
collections of Stamps, etc., only to such an extent as to provide the Government 
with funds to meet the cost of Judiciary, etc., but I would recommend that 
it should be done in such a way as to be a real substantial tax which might 
help to relieve less litigiously inclined and calm loving people some relaxation in 
the burden of taxes. Under the existing rules the real needy and deserving 
classes of litigants arc already exempt and sufficiently safeguarded' from Stamp 
duty by the exercise of discretion vested in the Local Governments in exempting 
from court-fees, petitions and applications in certain proceedings. 

Q. 90 . — To a great extent I do agree with Hobson’s statement that Stamp 
duties on deeds of disposal or transfer of property are in restraint of tra^e . 
Imt the amount levied on stamps on such transfers and disposal of properties 
is such as it has not a real check on transfers or disposal of property 'and which 
may come to tlie limit of restraint of trade. Taxes so realized are spent for 
the protection of the people and for the upkeep of the Government. The people 
enjoying trade or ownership of property cannot do so unless they have got a 
stable and a strong Government to support, safeguard and enforce their rights 
to property. Tlierefore for this very reason alone they must contribute without 
grudge or murmur towards the funds. 
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■Written memorandum of Khan Sahib PIR ASADTJLLAH SHAH, 
Extra Assistant Commissioner and Excise Officer, Bannu. 

Q Qg — I agiee with the statement entirely 

Q 61 — I do not anticipate the introduction of the policy of total prohibition 

Q 62 — See answer to question No 61 

Q 65 — All the statements referred to in the question aio acceptable except 
as far as*they concern the use of tobacco, which is not a luxury in this country 

Q 61f — As a measure of taxation, the policy followed in this province is 
quite feasible 

Q 65 — Host probably the lower rates of duty aie fixed in aieas notorious 
for illicit distillation In introducing a uniform rate of duty it will be necessary 
to take elective precatitions against illicit distillation 

Q tffi— As illicit distillation is not known m this distiict I am not in a 
position to ansuei this question 

Q 67 — From the excise point of view it does not seem desirable that 
locally made imitations of imported liquors should be taxed at tariff rates and 
given the same fieedom from restncticns on transport as is given to foreign 
liquors 

Q Ci —I arn in favour of imposition of supplementary duties on foreign 
liquors by Local Governments 

Q W— Credit for the amount of duty lealired on foieign liquors (imported 
01 4 ically manufactured) should bo giv-'n to the importing province 

Q 7(J—A8 tori IS not grown m this district, this question cannot be ansMered 

Q 71 --I am not m favour of variety of rates of duty on chara» and lhang 
as It offers an inducement for smuggling where duty is fixed at higher rates 
1 would therefore suggest a unifom rate of duty 

Q 72 — ^Trora the point of view of taxation, as at present in force, the 
system of wiiolesale supply of intoxicating liquor^ and hemp drugs is not 
satisfactory , 

Q 73 — From the point of view of taxation, the system oi disposal of licenses 
for the retail vend is satisfactory 

Q 74 —It IS not necessary that everywhere the reduction in the number of 
licenses for the retail vend of liquors should result in increase of value of 
remaining licenses Such a reduction may result m increase of value in certain 
cases but where there is only a nominal or no ccmpetition at all such increases 
cannot be expected 

Q 75 — As far as external smuggling 15 concerned, such a step does not appear 
to be desirable 

Q 76 — rhe svstem of employing salaried persons for the retail sale and 
•distribution of opium is not in force in this district But from my own view 
of the system I can say that jls introduction will have no good effect on 
■the revenue 

, ^.•,^7 — ^Further steps *0 check smuggling are necessary and these steps 
■should be taken by the Government of India 


vt 
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11th February 1925. 

Nagpur. 


Pkesenx : 

Sir Charles ToDHtmTim, K.C.S.I,, I.C.S., President. 

Sir Bijay Chand Mahtab, G.C.I.E., K.C.S.I,, I.O.M., Maharajadhiraj® 
Bahadur of Burdwan. v 

Sir PEncr Thompson', K.B.E., C.B. 

Dr. R, P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 


Mr. J. F. DYER, I.C.S., Settlement Commissioner and Inspector- 
General of Registration, Central Provinces and Berar, was 
examined. 


Written memorandum of Mr. Dyer. 

I confine my evidence to three main points : — , 

(1) Statistics available for the purpose of an estimation of the wealth 

of the country. 

(2) Land revenue assessment, 

(3) Registration fees. 

I deal exclusively with the Central Provinces and Berar, which are the only 
parts of India with which I have an intimate enough acquaintance to give 
ail opinion of any value. Under each head I make my statement in a con- 
secutive form in preference to giving specific answers to specific questions tj. 
in the questionnaire. I gather from the prefatory note to the questionnaire 
that the Committee prefer this method. I have endeavoured to make my state- 
ment as short as possible. 

t. — S tatistics at present available for the purpose of an estimation of the 

COUNTRY. 

2. My personal views are stated in letter No. 354/XIV, dated the 19th 
October 1921 from the Revenue Secretary to the Central Provinces Govern- 
ment to the Secretary to the Government of India, Revenue and Agriculture 
Department, of which I attach a copy. I draw particular attention to para- , 
graph 5 of tljat letter. My impression is that the further one is away from 
the source of the statistics, the more ready one is to quote and use them as if 
they were reliable. I notice, however, among Deputy Commissioners a marked 
tendency to treat agricultural statistics more seriously than in the past in 
the sense of their taking a personal interest in their correctness instead ^of 
regarding them as a purely routine matter in which the opinion of the Superin- 
tendent of Land Records can be blindly accepted. There is also_ a steadj' 
improvement in the quality of the subordinate land record staff which collects 
the statistics in the first instance. In this province therefore we should 
gradually attain greater accuracy. 
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II.—Laud Rbvenuk assessment 

3 Most of my general incas on the land revenue assessments m this province 
*re contained m Chapters XI, XIII, XVI and XVII of iny Nagpur Settlement 
Report, and with four and a half yeai^ experience as Revenue Secietarj and 
ovei two years as Settlement Commissioner, during, which times I have had 
to deal, both m field and in office, with many settlements at different 
stages, I find little to modify m my opinions of eight years ago, except that 
increased prices have, aggravated the evils of the present practice which I 
mention m the Settlement Rejort 

4 I define a tax as a payment imposed by the State to meet the expenses 
of Government and a rent as a payment, either annual or capitalised, for the 
use of a commoditv, which maj or may not go to the State If the commodity* 
is dand, the less rent th“ State lakes, the more goes, m one form or another, 
into the pockets of inidd’einen to the detriment of the actual cultivator In 
this province what we call land revenue is m practice an inelastic tax, because 
in each district it remains unchanged for 20 ot 30 years irrespective of the 
increase in economic rent which occurs owing to rise m puces and the develop 
merit of the country, but in nature it is an ever decreasing fraction of the 
economic rent of land The lowness of the land revenues cannot be gainsaid by 
anybody who is acquainted with the facts The attached extract from my 
last Season and Crop Report shows that it absorbs a much smaller proportion 
of the value of tlio nroaiice than most advocates of moderation would urge 
Sounder proofs of excessive moderation are — 

(1) The existence of high premia, locally called nazarana 

(2) The high sale prices obtamed for land which can be freely transferred 

(3) The existence of high sub rents 

6 I attach a copy of a report* on the resettlement of the Malkapur and 
Khamgaon taluks prepared by the Settlement Officer of the Buldaua district 
in Berar -Appendix G (Statement of sales and leases) speaks for itself 
Similar figures could be given for almost every part of the province, the 
multiples of assessment varying according to tne stale of development of th^ 
tract, but eveiyvshere, except m a few backward portion^, very high lo 
argue that tho “prosperity of the cultivators is affected by the land tax” 
(question No 97), when the roost energetic of them ate paving rents, say^ 
ten times as heavy to private individuals, is to talk politics and not economics 
Speaking generally, in tho Central Provinces the most indebted class of land 
lords ate those who hold land free o. on perpetual quit rents or on a fraction 
of the full land revenue Berar is a raiyatwati tract where in theory the 
cultivators should deal directly with the State, but the statistics of the 
Settlement Officer, Buldaua, show that mam cultivating castes pay far 
more to private persons for the annual use ot land than they pay annually 
to^tlie State Further, the low pitch of the land revenue compels the energetic 
cultivator to spend far too much of his resources on purchasing land and 
leaves him without enough to put into the land when purchased The monev 
•for purchasing land is frequently borrowed at high rates of interest, oHen from 
the landlord and the interest is therefore disguised rent A further evil 
the present rates of assessment is that there can be no efficient system of 
suspension or remission in bad years In Berar lessees of the holders of survev 
numbers have no rights In the Central Provinces sub tenants find a place in 
the Tenancy Act and in law a suspension or remission is given to sub tenants 
under section 65 of the Central Provinces Tenancy Act when the land revenue 
IS suspended or remitted, but this provision is to a large extent illusory, as 
sub rents are often paid m cash at tho beginning of the season and the sub 
tenant cannot get his money back if there is a subsequent suspension or remis 
sion I regard, therefore the pitch of the revenue in this province is very 
detrimental to its economic development, in that it hands over an increasing 
share of the rental value of land to tho middleman, who aa a rule does nothing 
for the advance of the country, though the provincial resources are much too 
small for administration on twentieth century lines 

6 I would deprecate any new taxes in this province while increasing sums, 
which will anyhow be extracted from the cnltivator continue to go t6 the 
middleman For this reason I regard the recommendation in paragraph 11 of 
the Joint Select Committee on the Government of India Bill as very ill advised 


’ Kot pnnteA 
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Xn i)articular, it should not liave boon given "without expressing any judgment 
on the question whether the land revenue is a rent or tax” for that question 
IS the crux of the whole matter. The persistent demand that settlement pro- 
ceUure and iiracticc should bo reduced to statute is the cry of the middleman 
and not of the cultivator, ^ though I admit the latter often utters it in hope 
that in time he too will live on somebody else’s labour. In precise terms, as 
the opinions received by the Central Provinces Government on the bill framed 
for the Central Provinces in accordance with the recommendation and on the 
projiosals for the resettlement of Berar, which is now starting, show, it is 
a call for the limitation cf crihancemonts to the vanishing point and the pro- 
longing of the term of settlement to infinity, so that the middleman may live 
in idleness at the expense of the cultivator, no matter how much the rent 
of land may increase. 

7. The author of the quotation in question No. 98 has presumably neither 
read Adam Smith nor studied the Central Provinces system. Adam Smith, 
in the very chapter of the “Wealth of Nations” in which he lays down his 
canons of taxation, — describes temporary settlements as “much more proper” 
than jiermancnt ones, and he urges a land tax based on and varying with 
rents and not on the ability to pay of any idler that may hold the land. The 
complaint of “tju'anny and extortion” may have had some basis of truth when 
our land revenue system was in its infancy, but it has none now, though 
petty exactions by subordinates have not yet disappeared. The time of pay- 
ment is carefully fixed for each district in accordance with its agricultural 
circumstances so as to allow' the cultivator time to market his crops before 
any jiayment is demanded from him, and the instalments in which the payment 
should be made are left, at the time of the settlement, to his owm decision. 

I have myself in the Nagpur district asked the assembled cultivators of over 
two thousand villages in what instalments they would prefer to pay, and 
in doing so I merely followed the usual practice. Moreover, the persons who 
are slowest in paying are rich absentees and middlemen who have let their 
land to real cultivators for many times the assessment. To urge that 20 per 
cent or any other percentage of the land revenue is spent on collection alone 
is to confess ignorance of the system of administration. . 

8. I am opposed to a tax on agricultural income, whether with or without 
an exemption limit. In a province w'here very few cultivators maintain accounts 
and where the few accounts which are kept would not stand examination by 
an accountant, because they hopelessly confuse capital and income, a tax on 
agricultural incomes would have to be based on revenue payments, as was done 
in early Income-tax' Acts. It would therefore be a great deal simpler and 
much more within the comprehension of the payers to increase the revenue. 
Moreover, an income-tax could not in practice be imposed without an exemption 
limit, and such a limit would, I consider be wrong in theory as it would not 
help the cultivator. My wdiole argument above is that as economic rent exists, 
it cannot be ignored and any exemption would not benefit the man who actually 
cultivates the land. 

9. I do*' not think that an exemption limit either of agricultural income-tax 

or land revenue would, if it were introduced, have any real effect on the frac- 

tionization of holdings, which are governed almost entirely by the personal 
law of the holders, but it would have an effect on paper, as joint family 
holdings would be shown as separate so that each might fall below the limit, 
as they are sometimes now .show'n to increase the number of voters in a family. 

In the Central Provinces there is a fee on mutations, but only the mutations 

of whole or parts of villages are entered in the mutation register. It has_ no 
effect on fractionization and any increased mutation^ fees would not, I think, 
influence fractionization. The only way to prevent it is to abolish the Hindu 
and Muhammadan law of property, which of course is not a practical proposition. 


10. Sir Ganga Ram’s proposal (question No. 120) is impossible : — 

■ (1) because it is in theory unfair; 

(2) because his tax w'ould lead. to endlesj! canfusion and corruption; 

13 ) because it would straight away multiply the revenue several-fold. 

One-sixth of the value of cotton reaching the railway stations of the province 
in season 1923-24 amounted to about five crores, ' though cotton is important 
in only 7 of the 22 districts. The .present land revenue for the 22 districts is; 
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just over two crores The year was one, be it admitted, of a good cotton 
crop and record prices. 

11 1 advocate that all land in towns should be assessed according to its 
non agncultnral value and that this assessment should be regarded as an mtegral 
jart of the work of the settlement department The tradition that lend revenue 
should be assessed only on agiicultural land dies veiy hard In the last eight 
years much has been done in the Central Provinces to regularize the settle 
ment of non agricultural land The method of dealing with such land as is 
the property of the Government is explained in R B C IV 1 But to my mind 
the present practice does not go far enough, in that people who have held land 
from before the days when the Government first took up the question of assessing 
town lauds are exempt from payment I have ahvays held that everyliody, old 
residents and new comers alike, should be treated uniformlv Our system is 
further incomplete, as it does not deal adequately with town land m which the 
Gosernment conferred malgiCzari rights at the time of the first proprictaiy settle 
ment m the sixties, and the question of tosvn land in Berar is just now beginning 
to be taken up Income from privately owned town land in the Central Provinces 
IS taken into consideration as aiwni or miscellaneous receipts, but such receipts are 
mainly from new land given out or on transiers and the mam body of noldera 
of land are not assessed In Berar there has long been a system of levying the 
premia on land converted to non agncultmal purposes, but the system is now 
under examination to put it on more rational lines, and the old holders of properta 
on Government land m the towns have never been assessed I urge that the 
assessment of town land should be in the hands of the Government because 
experience has shown that municipalities invariably make a mess of the administra 
tion of such land, but I most strongly advocate the continuance of the Central 
Provinces svstem under which four fifths of the net receipts from land values 
m the town is handed over to the municipal committees for us© in town administra 
tion If the Committee so desire, I shall send copies of the 'Cttlement reports on 
Khindwa and on the four towns of the Wardha district recently settled 


III — Reoistration fees 

12 The statistic.s of the Registration Department in the Central Piovinces 
and Berar in 1923 show that the expenditure was 35 pei cent of the income 
but this figure is entirely fallacious, as there are many items in the expense of 
xuiinmg the department which do not and some which cannot appear in the 
figures’ Thus, we have many ex officio sub legistrars who arc Tahiildara and 
Naib Tahsildars All District Registrars are part time men, whose mam duty 
IS regular district work Registration offices are mostly held m district oflices 
or tahsils m which the department sits rent free Registration pensions also 
do not come into account A proper classification of expenditure would increase 
tt to certainly over half the gcoxi tecevpts. Vlhvlc tbArefose uU tb* of. 

receipts over expenditure, as shown in the accounts, cannot he called a ta-^, 
a large part of it is, and T think that it is quite right that there should be a 
tax on registration, as the mere act of registration is not all the service which 
the Government renders to the persons who register documents Thus, to quo^e 
only the most obvious example good registration is based on good system of land 
records, most of which costa nothing to the people I regard the raising of Vegistra 
tion fees as a feasible proposition, especially as it can be done without taking any- 
thing more out of the pockets of the people as a whole 'The department is noto 
riously corrupt, and I have done my b^t m the last two years to "ombat the corrup 
tion Clean work and higher fees would cost the people less than at present The 
Tpising of the fees was suggested a year or two ago but was not accepted by the 
Local Government because the budget could be balanced witliout it 


Mr. Dyer gave oral evidence as follows 

The Pre^dent Q — ^Vou are the Settlement Commissioner and Inspector 
General of Registration of this province’ 

^ Director of Land Records Since the 1st Januarv’ 

T?” j ^ to the Local Government in the Settlement and Land 

Record Departments This is the result of one of the recommendations of the 
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Rotrcnchment Cortimittee. "Wlien T fwas the Revenue* Secretary to the Local 
Government for about 4^ years, I was also S'ettlement Secretary and owing to a 
variety of circumstances, I spent a good deal of my time on tour. I therefore 
saw tilings on the spot as well as dealing -with office files. 

The Maharajnclhiraja Bahadur o) Burdwan. Q~Yon say on page 181 of 
your written evidence that the pitch of the revenue in this province is very 
detrimental to its economic development, in that it hands over an increasing share 
of the rental value of land to the middleman. I take it that your idea is that 
Iho middleman should not exist? 

.4 .—Certainly, but he must exist in so far as he is one of the results o'! the 
mistaken policy of past generations. 

Q. — But how are you going to rectify it in future? . 

-4. — We cannot do that. Tlie only possible way is to keep the middleman 
down to the minimum : that we are bound to do. The relatively small areas 
which have been given out in the Central Provinees since the proprietary settle- 
ment of tlie sixties been given on raiyatwari tenure, but they are cnly in the 
backward tracts of the province. 

(?. — Do you depreciate any new taxes in this province? 

.4.— Yes. 

Q. — But then supposing it was thought that some other tax should be introduced 
to supplement your resources, would 3 -ou then deprecate it? 

— I would not supplement resources until we have tapped the land revenue 
pVopcrly. 

Q- — In tapping land revenue, I have read your note on nazarann and come 
CO the conclusion that of course jmu are opposed to nazarana. Do you think 
that even if you were to abolish it bj' legislation, it would be more or less a 
paper transaction ? 

A . — You cannot abolish nazarana effectively by any legislation. If jmu mean 
that we should pass a law that nazarana is illegal, it would be futile to do so. 

It cannot be done. Even if it were attempted, it would have no effect. There 
is a vacuum, and that vacuum must be filled somehow. 

Q. — Supposing on nazarana you were to -make your land revenue higher than 

.1 is now ; that is to say, at the settlement, I take it, you very often 

settle your standard rent not from the lower rent that prevails in the area, 

but you arrive at a standard by taking the highest rent in the locality, and 

then you fix your standard rent at the new settlement and so on. 

A . — That is not so in this province. I must always be clear whether I am 
speaking of the Central Provinces or Berar, because the Berar system is practi- 
•calty that of Bombaj’’, and the Central Provinces system is a cross between that 
of the United Provinces and of Bombay. As the result of a long-established 
oustom, our Central Provinces tenants are really raiyats. They pay rent as fixed 
by the Settlement Officer and now-d-days the rent remains the same unlit the 
settlement is revised. The malguzars, who were made landlords in the sixties, 
are now really in effect people who collect revenue and get a very large percentage .• 
for doing so. They get also nazarana and the profits of their home-farm and 
also their miscellaneous income from forests, etc. It is a curious combination. 
You cannot call the malguzar either a rent collector or a zamindar. 

Dr. Hyder. Q. — What do you mean by nazaranal Is it a portion of the 
capitalised value? 

A. — It is a portion of the economic rent capitalised. 

Q. — ^W’hy is it that the middleman, the malguzar, and the tenant are parting 
their ways. I could understand if they want to sublet, but why should they 
reduce the real rent? 

A . — ^Because if they give out land on the full economic rent, that high figure 
)=; taken into consideration in fixing the land revenue, but if they keep the rents 
■at the figure fixed by the Settlement Officer (some people lower the amount fixed 
by the Settlement Officer) the real value of the land does not come to the assets,-— 
to use in this province that futile word — ^that the Settlement Officer works on in 
fixing the land revenue. 



Dr Parantpye Q —Do you thtnk it would be possible to introduce a system 
an which nataram ^^ould be entirely disregarded and land revenue fixed upon the 
net receipts’ 

j_ — What do you mean by net receipts’ 

Q — Net receipts of the half profits of the cultivation ’ 

A —I think there will he a reaolulion in the Central Provinces i£ you 
infoduce that system I don’t think it is feasible, as giving a sum many times 
the present revenue We are hundreds of miles away from the theoretical fixing 
ct revenue at half net assets 

Q — You know actually what the figures of the nataranQ ate’ 

4 —We do not know Our figures are only a guess The nazarana figures 
are sometimes nob embodied in the transfer documents at all and frequently the 
document is not exact, to put it mildly The incoming tenant pays Ks 2,000 
■or so, and it is either put down as Rs 200 or the document is complicated by the 
mention of a previous transaction, and frequently there is no document at all 
The ascertainment of nazarana is a very difficult p-rt of the duty of the settle 
ment staff I don’t pretend to say that the figures ascertained arc complete 
They are decidedly incomplete 

Q — ^You spoke of the home farm of malguzars Would it be possible to take 
abe rents foi these home farm lands as the basis for seeing what the nazarana 
is’ I mean the difference’ 

■1 —No it 13 not possible because you mav get a village where the home 
farm is sublet at a very high rent and where there is not even one penny of 
nazarana 

Q — How do you then fix your enhancements’ 

^ — It IS a cardinal policy of the land reaenue department that if yon are to 
enhance the land revemie you must do so gradually It should be so fixed as 
not to upset domestic budgets too much Wc base long had a system of 
deferred enhancement The land revenue of a village is say doubled and 
the immediate net loss to the malguzar is very considerable that is to say, 
the increase in the land revenue is a great deni more then the increase in rents, 
because for example the village is very largely home farm Therefore" we allow 
one to three stages of enhancement penods of five years each Thus if there 
are three stages the malguzar pays the full revised revenue for the first time 
only m the 16th year of settlement 

Ihe Maharapidhiraia DuhaJur of Burduan Q — Is there much sub infeuda 
tion here’ 

4 — Compared with other pr«.s nces, I would s.iy that there is not much But 
we shojild tacKle the question of sul mfeudation now because it is at a stage 
when we can tackle it If we allow the evil to continue for a couple of genera 
tions more, we may not be ible to check it at all We have nothing like the 
sub mfeudation that exists in some parts of Bengal 

V — Has the excess m nazarana anything to do with the demand for land’ 

4 — ^Yes, though the pressure of population on our land is not ?o hrnv as 
in many parts of India 

Q — Will it amount to economic rent’ 

A — The Werest on the noiornno 7^113 the rent fixed by the settlement officer 
IS sometimes higher than the economic rent 

Q — Interest alone, not the value’ 

4 — ^Ves Frequently, as I have said, the low pitch of the land revenue or 
statutory rent compels the energetic cultivator to spend far too muclj of hi* 
resources on purchasing land and leaves him without enough to put into the 
land when purchased The money for purchasing land is frequently borrowed 
at a high rate of interest, from 12 to 2fi pet cent It is often borrowed trom the 
landlord and the interest is therefore a disguised rent, when the land 
lord has got the tenant m his pocket If we Iiavo a very good cotton season 
he would at once pay One of our difficulties, I may mention in this connection, 
is that our cotton prices do not depend on the local market, but on the fliictuat 
ing price m the world market If the cultivator gets a high price and a good 
crop, he pays the na-arana in the Central Provinces in cash So also in Berar 
he ivjJl paj h:s high purchase price If the cultivator has not enough money, 
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ho will pay clown partly in casli and ppfly by bond. Sometimes he gives the 
bond to the landlord himself and sometimes he will borrow the money outside. 
I am collecting statistics on this point. 

Sir Pe.rc7j 7’Iiojnpson. Q. — Is it not a fact that under the nazarana system the 
man who indulges in it escapes the progressive enhancement of land revenue 
which you say is the general policy of the Central Provinces Government? 

--I- Til o "'■ay, he docs. T have not been able to see any way out of that 
difficulty except gradually to enhance the revenue so as not to leave any 
margin for riazaratia. 

Q- — ^_oii enhance to a greater degree rents wliich are not subject to nazaranai 
They will show greater tendency to advance than the rents which are paid 
subject to nazaranal 

<1. — No, we enhance all rents on the same principles. 

Q - — Would you enhance low rent because it is too low as compared with other 
rents? Is it not unfair to the tenants? 

-1. — I have urged for many years that the only way to cure this defect is to 
raise the rents gradually so as to reduce the possibility of nazarana. 

Q. — Do you think the tenant thinks of it? 

-1. — No, he does not think of it, because rents are as a rule so low that he 
does not give them serious consideration. Once I asked a man what his rent was. 
He replied “How should I know? I only bought my land ten months ago and 
I have not paid any rent yet.” 

The Pre.’^nient, Q. — Is rent regarded sometimes as a registration fee? 

A. — That is tlio expression used by a Deputy Commissioner of Nagpur in 
1907. He used that expression first. 

Q. — In your definition of rent in the Berar Bill, would.it not include nazaranal 

A . — ^Yes, that definition should include nazarana. But our trouble is it is 
impossible to treat nazarana as a form of rent. In my written evidence 1 define 
a tax as a pajnnent imposed by the State to meet the expenses of government 
and a rent as a payment, either annual or capitalised, for the use of a commodity, 
which may or may not go to the State. My trouble is that I cannot think out 
any other satisfactory w’ay of assessing nazarana except in the end by making 
it impossible by raising the annual payments. 

Dr. Hyder. Q. — Cannot you estimate the nazarana and take account of its 
annual value in ascertaining the assets? 

A . — If I understand your point rightly, it is this. There has been a certain- 

levy of nazarana wliich should’ be taken into consideration in fixing the land 

revenue, but meanwhile the money that the malguzar received as nazarana 
has probably been spent in some way or other, frequently, as you Know, 
squandered. If you carry on the process far enough, you get a land-revenue 
which is theoretically fair, but which is more than the annual receipts from 
the village and the malguzar cannot pay it. 

Dr. Paranjpye. Q. — I dare say that nazarana is repeated frequently, is it 
not? 

is in the nature of a windfall. You get some -villages where the 

malguzar can take no nazarana at all, because the land is fully occupied. 

Circumstances vary. It may happen that none of the tenants die heirless 
during the settlement, and in some -villages there may be many deaths -yidthout 
heirs during the currency of the settlement, e.g., during the influenza epidemic. 
Occupation may be expanding. There are some villages, for_ example, in the 
district of Nagpur wffiere the nazarana has equalled 80 times the land revenue in 
the course of 20 years, because in this district, -with the cotton boom of the 
last generation, land has bean in keen demand. 

Sir Percy Thompson. Q. — In the case you mentioned before, t.e., payment 
of land revenue, if the malguzar -does not pay, what happens? 

— ^Not many such 'cases have arisen.' We get some cases - where the- 
malguzars do not pay for various reasons, but the e-vil is not serious. 

— ^Would anything serious happen if you turn him out? 

^.__I^othing serious would happen. Of course he does not deserve any 
sympathy, hut unfortunately the Indian Government is too sympathetic. We- 
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are far too lenient in the collect on of land revenue I found in Berar, when I 
, •* years ago, certain arrears of land revenue 

or payment absolutely without any rega'ai 
forgetting to use ‘iection 117 of the Berar 
Code which says if the man ‘s laio in paying the land revenue, the lahsildar 
can with the permission of the Sub Divisional Officer add a penalty up to 
2'" per cent I told my Tahsildars to select one or two rich men and surcharge 
(1 em the 25 pc'- cent penalty, with the lesulfc that all the arrears Cowed in 
J Jfo water When one Tahsildar tackled the very richest man m the taluk, the 
ether people paM without any fmther delay The* promptness of the payment of 
land revenue in this province depends on fairness and strictness of collection 
Very often it is found that the richest min and the absentee landlord is the 
defaulter and not the poor man The neb money lender is very often the 
delaulter Thus there is not much connection between the promptnes, oi th*' 
payment and the ablht^ to pay The settlement papers show this The assistant 
settlement officers analyse the reasons for the evistence of arrears and in th« 
Nagpur ^ttlement I found that the amount due from poor men w^s very small 
A common type of figures is that Rs 600 is owed by rich tenants Rs 250 by 
men who sublet and perhaps Rs 50 by ono or two poor widows Some malgu7ars 
also deliberately encourage a policy of arrears so as to get the tenants into their 
power I remember once talking about rentol arrears to a retired Extra Assistant 
Commissioner I had a pile of assessment papers before me and told him that 
‘ 1 wiU tell you by simply looking at the name of the malguzar whether or not 
rental arrears exist in this village ' I was wrong only in one village 
and even in that village the malguzar had just bought the village and had 
not jet had time enough to introduce the system of piling up airears 

Th^ ;Vn^arfl;ndAiro;a Bahadur of Butduan Q —Do you use surcharge 
freely ’ 

4 — I would but It 18 not used freely here 


Q —It IS just like money lenders asking for extra interest is it not ♦ 

A —It is not quite like that It is a penally for not pajing on the fixed 
aate Bv statute we arc allowed to do that only in Berar and not m the 
Central Provinces We had a discussion at the ^mmisS oners Conference at 
Pachmarhi last June about levying a penalty and a recommendation was made 
but in the* end u was rejected by the Government Even m Berar the rules 
under the law limit the penalty lo 25 per cent I made my Tahsildars never 
impose less than 25 per cent when they used the power 

V — ^In para 8 of your answer where you discuss tax on agricultural incomes 
it appears you are opposed to it and one of the grounds seems to be that you 
ar« in favour of such a system which would exempt the class that do pay land 
revenue now’ 


A — No That is not exactly mv objection 

Q — Supposing you have a raiyat paying 50 rupees and your exemption limit 
went to people paying a hundred rupees it would exempt quite a number of 
cultivators who now pay something Apart from that question is your opposi 
tion because you tWnk that this inequal treatment is right or do you think 
that in this country, where in theorv the State is the real proprietor of ’and, 
that he tries to jjay some knd of land revenue to the Goiernmenfc and be fee 
that he has go* connection with the Government’ 

•1 — It is not that ily first objection to an agricultural income tax in 'ub 
stitution for land revenue is that I hold that e\ery man who holds land must pay 
something foi it Consider the anomalies which would come to exist between 
the Central Provinces and Berar The cultivators in the C P and Berar are full 
brothers in origin though owing to differences in the revenue policy of the 
British Government they look mor** like second cousins If you introduce an 
agricultural income fax with an exemption limit, the small raiyat of Berar 
would be exempted, whereas bis full brother in the Central Provinces would 
continue lo pay rent to the malguzar 

Q — ^When you say that the raiyat of Berar would be exempted, would if inear 
that he would be exempted from paymg any rent because there is no superior 
landlord there’ 

■f —The small man holding his own land (vre call him the Kabudar there) 

^ would be exempted from paying anything, whereas H s full brother in the CentraE 
Provinces will still have to pay hw rent 
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Q.— Apart, from all political considerations, do you think, financially, that 
:your (government would suffer by such a substitution? 

A . — ^It is rather an indefinite question. 


Q.— Supposing the present system were abolished and you had a well-graded 
income-tax on agricultural incomes? 

A. — But why ask me to suppose an impossibility? 

Q . — Even impossibilities have sometiimes to be put. • ' 

Dr. Paranj'pye.. Q. You want to get at the rent receivers. But according to 
the present rules, you cannot get at them. 

A. I want to have the rules altered. I am talking as a result of 21 years’ 
observation, not as a Secretary to the Government. Every one knows that my 
views are opposed to those of the Bocal Government. I think the Central Pro- 
vinces Settlement Bill is a bad one. 


The President. Q . — Is that Bill confidential? 

-■1. — No. It has been circulated for eliciting” opinion. 

Sir Percy Tliom/pson. Q. — Have you any objection in theory to an income-tax 
being superimposed on land revenue ? You said that land revenue is a payment 
for the use of the land and that it is a payment for an asset which the land- 
holder has and which a clerk, etc., does not possess. Now, should not a general 
tax like income-tax, quite apart from circumstances in India, apply .to the whole 
of a man’s income, commercial or agricultural? ' 

A. — I realize the necessity for an income-tax as an item in the financial 
system, but I would like to see it used as it was first introduced in England as 
a sort of balancing tax. 

Q. — It was intended up till 1877 to meet emergencies. 

A . — I object to an agricultural income-tax in this province, because it 'S 
•more a tax on industry than elsewhere. 

Q . — Why do you say that? 

I A. — Suppose you have two brothers, they divide their paternal holding, and 
•each gets, say, 20 or 25 acres. In' a good year of high prices, -like 1923-24, one of 
these brothers, if he is ‘a good cultivator, would comb above the ' income-tax 
exemption limii. and the other, who is a waster, will be below it. 

Q . — Would not that 'apply to any trade or profession? The diligent or energetic 
man will make more money. 

.1. — ^I prefer income-taX as an emergency lax. In the case of divided family 
holdings, the difference that often exists between one and the other is simply due 
to the personality of the two brothers. Take again garden cultivation. Oranges 
are a most important form of garden cultivation here, which is extremely 
laborious and extremely profitable. If income-tax is levied as you suggest, you 
■^vould be reverting to the old evil of assessing the garden cultivators relatively 
very hea-vilv. Some of the bid heavy rates were reduced by Sir Reginald 
Craddock 30 years ago and again reduced by me 10 years ago. 

Q . — ^You would onlv tax on total income. 

The President. Q. — ^Do you take account of character in levying income-tax ? 

.4.-^1 do not regard income-tax as a good form of taxation, out here especiallv. 
The point is that in any form of taxation you should get away as far as possible 
from taxing industry, but in this province by taxing agricultural incomes vou 
are going directly for taxing industry. 

Dr. Paranj'pye. Q. — ^But your objection does not certainly apply to people 
who merely receive rents. 

My objection is that one small man who is not energetic comes below 

the exemption limit, while his more energetic brother goes above it. 

Q , — ^Bub if the other man cultivates himself, would he pay it’ 

/l.l_You can get the same result better or more satisfactorily by enhancing rept- 

Sir Percy Thommon.- Q.— You would not get any progression then. The 
larger incomes would not nav more than the smaller ones if you merely enhance 
The^land revenue. You double it for the poor as wall as the rich man, so that 
■the additional taxation is not progressive. 
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••1 — I admit that 

Tht Prtudent ^ — ^V*th an income tax you could tax unearned incomes 
at a higher rati 

^ — The proper way to tax unearned income is to increase land revenue 
Dt Varanipye Q — That would be taxing earned as well as unearned incomes 
A — Take iJerar You get a iairly energetic man «ho owns 40 acres m hu 
own name, for which he pays a land revenue of Rs 80 He takes 40 acres more 
land, (on sublease) and lor that he pays Rs &X) He is paying an economic 
rent of Rs 880 for 80 acres of land. If jou go along the Great Eastern roaa, 
^ou will find acres and ncres of land belonging to wastrels which has been sub let 
Q —It is these people you want to get at 

vt — ^You cannot get at them except by increasing the land revenue 
Sir Percy Thompson Q — Supposing I hold land and pay Rs 100 land 
revenue I sub let it for Rs 1,000 and pocket the difference of Rs 900 Your 
increasing the land revenue would merely go to the landlord and not to me 
A — If you go far enough, there will not be enough for the subletting man to 
live upon 

Q — Do JOU mean that he would increa«e the renf 
^ -yHe would give up his land 

Q — fake this case I have no tenancy rights I pay Rs 100, you take 
Rs 50 by way of land revenue Supposing the Und goes up in value and I let 
It for Rs 1,000, draw the difference of Rs 900 and live on it, and supposing 
you took a big proport on of the assets, ir , Rs 100 instead of Rs 50, I shafi 
still have Rs 900 to live upon 

A — No If the land levenue went up from Rs 50 to Rs 100 you raise the 
rent at the same tune, and the more you raise the rent, the less the sub letting 
man is going to get My argument is that what an energetic man pays in 
rent and in sub rent together are equal to an economic rent It is a mistake 
tj say that sub rents m a district average Bs 20 an acre and therefore Rs 20 
an acre is an economic rent It is higher than an economic rent because it la 
being paid by people who are paying a great deal less for their own land , 
The Mtiharajadhirata Uahadur of tjurduon <?— In paragraph 10 where you 
discuss Sir Gangs Rams proposal, yon say that it would straightaway multiply 
the revenue several fold Do you say this in the sense that the interest you 
would get from tho sale of land will be mote than your present revenue’ 

A — He took onesxth of the value of produce coming into railway stations 
Our cotton crops practica’ly all go to railwav stations rn route for Bombay 
1 very small quantitv, almo t not worth while considering is consumed bv 
nulls in the Central Provinces Tbe rest is rail home traffic and averages over 
a million bales The value of these last year — a year of h gh prices and a 
fairly good crop — amounted to about 30 crores whiclir one sixth is 5 crores of 
rupees, against something just over 2 ciores which is our present land revenue 
for the whole of the C P and Berar I mean that the rate is absurdly high, 
even if the proposition was a faJ one, not that I object to high payments in 
general 

Dt Paranjpye Q —Don’t you think it is also unfair on the ground that t 
would hit only those people who export their crops’ 

« i — My chief objection to it is its impossibility in practice and injustice in 
theory 

Dr Hyder Q — can’t understand how you make out that land revenue is 
an ever decreasing fraction of economic rent If you follow the half assets rule. 
How do you make that out’ 

A — ^What do you mean by the expression ‘ half assets ’ ’ 

Q — ^Thc net profits of cultivation 
A — What are they’ 

Q — ^They vary from one Settlement Commissioner to another 
A — Our whole trouble. is that we made a big mistake 60 years ago of having 
a thirty year settlement in a country which m those days was absolutely undeve- 
loped and had not a single mile of metalled toad Just after this settlement tbeT-e 
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•came the American Civil War, which pushed up the price of cotton. There was 
a tremendous development during those thirty 'years and railways came in. The 
first railway was about 1867. The line from Bombay to Calcutta via Nagpur 
was only completed in the early nineties. Wiien we started the second settle- 
ments, we found that we had lost so much ground that any application of theo- 
retical standards was completely out of the question. Then came the 20 years’ 
settlement from 1900 to 1910. Very considerable development^ took place and 
i’)'j u’ ls a -iieat increase in the area under cotton. Again we lost ground, so 
that while prices step)ped forward three steps, Ave found Ave could only step up by 
ii.lf a stop, because avo could iiot increase rents and land roA^enue by too much 
in one step. If a man is paying land rcAmnue of Rs. 500 and by applying your 
system of half-assets it is to be increased to Es. 3,000, you cannot raise the 
( revenue from Es. 500 to Es. 3,000 at one step. 

Q. — What' is your system? 

•4. — My remedy is a series of settlements at short intervals so that Ave may 
have some chance of making up this lecAvay. That is quite a practical proposition, 
because the operations of settlement do not AA'orry the cultiA'ator at all. All the 
theories that Ave read in books about the constant Avorry to the cultivator are all 
ancient history. 

S/r Percy T/tompf^on. Q . — Does it not really come to this, that after a resettle- 
ment you ascertain tlie net revenue to be imposed and instead of 50 per cent, say 
you cannot possibly enhance more tlian so much per cent? ' 

.^1. — Wo do not AA’orry about the gross output or the net output. We simply 
say that our rents are so much, that judging by the price of land,' they should 
be several times that amount, that it is quite impossible to impose this enhance- 
ment at once and avc find out Avhat is the ma.ximum Ave can impose Avithout 
causing too much of an upset in the domestic budgets, and then having fixed our 
rents at that figure, Ave value the home farm at that figure, Ave take the 
miscellaneous receipts into consideration, add these together and take half of 
that. 

77) e President. Q . — That is, your maximum is modified by the idiosyncra- 
•cies of the Settlement Officer, and again modified by the idiosyncracies of Gov- 
ernment. 

A. — That again is theory. 

Q . — I see from the Nagpur Settlement Report Avhat Avould have taken place, 
had some of the higher authorities not intervened. 

A. — I started Avith Avhat I considered to be the excellent principle of making 
bigger enhancements at one time. It Avas folloAved for a time, but Avhen some 
middlemen began to appeal (although as a matter of fact these appeals were, I 
was told, engineered by an Assistant Settlement Officer Avhom I had got rid of), 
ihe Local Government thought that there must be settlements Avhich would cause 
no appeals. Such a settlement must, of necessity, be a bad settlement. 

Q. — Don’t you have appeals against every settlement in thousands ? 

A- — No. 

Dr. Paranjpye. Q- — Are there any resolutions about them in the local 

Council ? . 

A. — But these are put in by people Avho have scarcely seen a village. There 
are tAvo- resolutions against the Berar settlements, one by a disti’ict pleader and 
the other by a man Avho signs himself as a banker. g 

Q . — Are not these put up by the cultivators? 

' 4 —No. The district pleader, being a resident of the district where the 

settlement is going on must, of course, bring in a resolution against it. 

Q . — Do you mean Mr. Kanetkar ? 

A. — ^Yes. 

The President. Q. — ^Whatever aubav the Council takes, do you think it is practi- 
cable to increase the rent? 

A. — I think it will be opposed, but it is the only thing to do. 

Q. — Is there any chance of its ever being carried out? 

That depends on the Local Governmeqt. 

<;,h— I take it that taxation is only part of the object of settlement. 
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A —Yes, that i% a thing I am very emphatic about In your note on the C 1* 
evidence you talk of the very elaborate system of land revenue, involving tne 
most elaborate cadastral survey in the world I doubt if that statement is quite 
exact 

Q — Not as regards the survey here’ 

A — I mean the world at large 

Q — I think it )s true as regards the Madras Revenue Survey 
A — Even supposing you had a permanent settlement straightaway, it vvill be 
necessary to maintain our present land records practically as they are 

js proposed to define a settlement as the result of the senes of opera 
tions regulated by Chapter VI of the Central Provinces Land Revenue Act 1917, 
wfhereby the rights and liabilities of proprietors and tenants in a local area aro 
determined for a period There is no mention of taxation in the definition of 
settlement ^ 

A —When a settlement staff actually works m a village, the major portion 
of the work is the checking of the land records, to see if they are correct, and a 
very important pa^t is the recording of the village customs 

’<2 — Supposing you had a clean sheet, would you combine the taxation aspect 
■of the land revenue with this settlement of rights and liabilities, or would you 
separate them’ 

A —I would -still combine them for the reason that the man who goes into 
all these questions of land records gets a knowledge of the village that no other 
man can get 

There is another definition in the Berar BUI I see that settlement is 
referred to as based on a valuation of the land Do you think it would be 
practicable to convert your settlement to a tax on capital value’ 

A —Quite impossible 

0 —Is not the whole of your settlement based either on annual or capital value ’ 
A —It is based only on annual value 

Dr Hyder. Q — 'You would get the capital value by* capitalising the annual 
value 

A —Why convert your annual value into capital value, and then convert ifc 
back again into annual value’ 

Dr Paranjpye Q — But you don't bother about value in fixing yout assess- 
ments, jnu only increase by 33 per cent as I see in one of your reports 

4 —There are some very backward parts where even 33 per cent might not 
be taken For example, in the wilder parts of Chanda, the standard might ne 
below 33 per cent But m most districts, 35 per cent is very small enhancement 
The President. Q—l find from the Nagpur Settlement Report that you only 
look into general circumstances, sudi as the condition of the cultivator, the demand 
for land as indicated by the sales and the assets 

A — The Nagpnr district is far from homogeneous There are quite backward 
parts, where one has to move with caution In the district as a whole the 33 
per cent taken is a great deal less than theory says should be taken 

Q — I am not talking for a moment about the rate you can take, that will le 
a separate' function altogether Instead of going through the net asset calcula 
tion which depends on so many variable circumstances, you should base your 
calculation simply upon the capital value 

A.— How nre you going to get your capital value’ 

Sir Percy Thompson Q — ^You cannot gel it except through annual value 
Q — ^Whal about the record of sales’ 

'f — ^The record of svles is surely x rc'^rd of capital value, but they are not 
nearly complete If you want to value the whole district, you have got to get 
the record of sales for the whole district, but these sales only take place here 
and there In some villages you will not get a single sale in the course of the 
whole period of the settlement In other villages, owing to various circum 
stances, you will get a number of sales 

The /’resident Q — Does not the same thing apply to levscs’ 
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get leases in every village. 

Q - — If you got leases, can’t you calculate the value from them? 

A . — But why a stop forward for the sake of going a step back again? 

Q - — Because your settlement based on annual value is rather extraordinary. 
What is capital -value except a capitalization of the annual value? 

Q - — Unt the annual value you take is far below the actual annual value. 

.•1. — Wo know it is. 

Sir Percy Thompson. Q. — ^Yon take revenue at something very considerably 
less than the annual value. If you take the capital value, you would have to 
make the enormous enhancements which the Government of the Central Provin- 
ces fears so much. 

A. — ^Yes. 

7'hc President. Q. — You don’t take annual value, you take antempirical figure. 

A . — Not empirical. 

(J - — If you take a proportion on the capital value you would have one rate of 
taxation for the whole province. At present the rate varies from village to 
Village. 

.'1. — I want the economic rent to come to the Government as land revenue, 
and the same quality of land in different positions should pay different rates of 
land revenue because the rent is different. 

Q . — The annual value differs but the share on annual value would be the same. 

A. — Don’t wo do that now? The evil can bo removed by reducing the period 
of settlement. 

Q . — You will find that the districts that were settled before the war are 
paying lialf of wJiat the districts that were settled afterwards are' paying, because 
the settlement is revised in accordance with prices. 

A. — But that is impossible in our pi’ovince. Here we have got to disregard 
prices. The difficulties arise because we had a 30 years’ settlement when the 
province was very undeveloped and the value of land was ]ust beginning to rise. 

Q . — Would those difficulties arise if your law simply said that you could take 
a percentage on the capital value? 

.4. — Are you going to have a valuation every year? 

<?. — I suggest what America, New Zealand and other countries do. 

A . — I think the conditions there are different from those in India. 

— In what irespccts? 

A. — The important thing is the size of the holdings. Secondly the_ difficulty, 
especially in this part of India, of getting accounts. Some of tlie people in the 
Central Provinces are so primitive that they keep their accounts in cow dung 
streaks on the wall. It is very difficult to get proper acc 9 unts. 

Sir Percy Thompson. Q. — Suppose you have the whole province mapped out 
into plots of land. Suppose the annual value is £5; the capital value will be 
£100. At present you take varying proportions of land revenue because you 
come up against limited enhancements. Similarly if you begin to take a propor- 
tion of £100, would not the same difficulty arise because equally you come up 
against that enhancement? > 

A.— Yes. 

'Q . — Does not that proposal admit that land I’evenue is a tax? 

A. — I call land revenue not a tax but an ever decreasing fraction of the 
economic pent. 

Z>r. Hyder. Q. — I cannot accept that statement. 

A . — 4 am only stating exactly the facts as they exist at present. I do not say 
it should be, but I say it is. My trouble is that people who argue for permanent 
settlement have no knowledge of facts at all. For instance, _ the gentleman who 
has written this book (Prof. C. N. Yakil) does not know a single fact about this 
province. Judging by what he has written, he has never seep the Central Provin- 
ces. His statements are nonsense. 

The President. Q.— Has your malguzar no rights over waste? 
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A — He has He is the proprietor of the -nhole village area, except that \%e 
have also got the moii/ laciitt'ei — ^that is the plot pioprietoi He is a man wlo 
was given proprietary rights at the first settlement m virtoo of ancient possession 
over the land in his own cullivaUon Apart from him, and in inan> vjl]ig“S 
he cloe-> loc exist the malgnzar has piopnetary rights over Ihe whole village 
and 1 e can give out wa^te for cnltivation and if the waste produces anvihmg } e 
can appropriate it, subject always to customary rights of user 

Hr rarantpyt (?— Dies he get mmeral rights’ 

4 — No Except in the few scattered village^ given out under the Waste 
Land HuIps I know of onlj one wnste land \ lUge m which so far minerals 
have be u louml UnJe tl e C P Land Revenue Act and Ib^ Berar Ltnd 
Revenue Code mineral rights are vested in the Government The holdei of the 
surface has onlj surface rights In some parts of the province the income from 
the -waste is very considerable 

TAe Prfsitl iii H — Is tins waste asseiacd’ 

A — It IS assessed under the bead Siwai, that is, miscellaneous income ^\c 
find out the income at the tune of the settlement 

Q — If he chose not to cultivate it he w\ll pay no revenue’ 

A — No if ho does not get any mcome he will not pay any land revenue 
There may be land asaihble for cultivation but still under wiste But 'o long 
as he does not make anv income he is not assessed 
Q — If the man did not cultivate it purposely * 

A -oWe have to ascertain whether that is due to some decline m the 
village Or doe to retardation For instance in one village 1 found that the 
occupied area bad decreased by about 300 acres when the people m all the 
villages toand about were applying for land This man was deliberately bolding 
hack (hat land and J assessed it If wc find deliberate retardation we assess th* 
land 

0 —Otherwise lands not occupied arc not charged ’ 

A —They are not charged It is quite common m certain districts Certain 
lands will bo out of cnltivation not on acconnt of any decline»but because they 
are kept fei some communal ptrpose e y as ftmding ground for cattle 
<2— Do you survey the whole village or only the occupied land’ 

1 — Tho whole village In the C P all our villages except some very back 
ward ones where cultivation is Still unsHtlpd, are traversed and the detailed 
survey filled in In the ranatwari villages m the C P we follow the svstern 
adopted in Madras In Berar wo follow the Bombay system 

C — the end of 30 years Jou have got to resarvey the whole’ 

A — No, not the whole, because our palwaris are supposed to keep the map 
up to date year by year and their maintenance is evhry year improving 

Q — ^But if you hvvo no triangles or oHscts how can you keep them up to date’ 

A — ^The patwari is now supplied -with a map on good drawing paper Suppose 
m the course o! his annual •work he finds that tv field shown aa one m tfio map 
has been divided by two brother*, he oUerv hia map to show the partition 'I^en 
his map has become unserviceable throngb age or n-omerous alterations, he is 
called in to headquarters during the monsoon and there he prepares under super 
Vision a new Up to-date map Our theory is that the land records staff arc keep 
Ing the maps absolutely up-to-date every year Wo do not, of course, obtain 
porfection, but still the maps are kept almost up to date ' 

Q — la the record of rights and tenancies strictly up to date’ 

A —What we have got is a record of rights prepared at the settlement and 
then corrected every year m what -we call the annual papers The record of rights 
IS prepared under closer supervision than the annual papers At settlements 
the annual papers are checked by a process we evH attestation The revenue 

through the records and checks them In consultation with the jwople ' 
The Assistant Settlement Officer again evatuines them and they are passed by 
(no Settlmeat Officer As a rule, the task of getting the records no to-date is 
very small \ 

Q — How long does it take! 


K 



194 


For a village o£ 1,000 acres it takes, with the check' of the soU classifica- 
tion, about a week or ten days. Our work is simple, as our sub-infeudation is 
rot so great as in other parts. 

Q - — ^Fou say the cost of settlement is paid by the increase of land revenue? 

4.— That depends upon the settlement. Take for instance the Betul settle- 
ment. It would be unfair to take the whole cost of settlement against increment 
of the land revenue, because in that particular district the preparation of a 
good record of rights was a great deal more important than the enhancement of 
the land revenue. 

Q. — ^Record of rent, or record of rights? 

4.- — Record of rights. The record of rent does not cause much trouble. A 
man in that district would say nothing if his rent was raised, whereas he would 
be full of indignation if a maliua tree which he claimed were recorded in another 
man’s name. 

Q. — Can you give us an idea of the proportion of cost of collection to the land 
revenue ? 

A . — The Patwaris are paid by commission. They are paid out from the 
general revenues at commission rates. 

Dr. Paranj'pye. Q. — In the malguzari villages no commission is paid. 

.4. — ^We have already given the malguzar about 50 per cent. Take the case 
of Berar. The patel is the village headman and is a very important man. In 
a Berar district, if you have got a right sort of patel, the rural affairs can almost 
manage themselves because he is a man honoured in his own country and he does 
a lot of useful work. He has also got certain definite duties under the Criminal 
Procedure Code, and you cannot say that his commission, which averages about 
3 per cent, on the land revenue, is the cost of collection of land revenue. 

The President. Q. — The Patel in a rich irrigated village gets more. 

A . — I admit that it is an anomaly in this commission system. You may have 
a big important village in Berar with poor soil where because the land revenue 
is less the patel gets less commission. 

Q . — Have you an association of patels? 

* A. — No; but they are always asking for higher pay. The chief trouble in 
Berar is in connection with the patwari, not in connection with the patel. He is as 
a rule a substantial cultivator in addition to his commisision from the Government 
and the commission is not a seiious consideration to him. But if he is not a 
cultivator, he gets a great deal less. 

Q . — ^Do you charge fees for mutation ? ' 

A. — Yes. 

<3. — Under what law? 

A. — Under the rules under the Band Revenue Act and Code. 

— ^Do you get a record of aU tenants? 

A.— Yes; in the C. P. in the village Tchasra. _ In the tahsil we have a register 
of proprietary rights called the Mutation register. The mutation fees are 8 
annas per Es. 50 land revenue if the change is by transfer and 4 annas if by 
inheritance. 

Q. — ^Have you calculated the proportion borne by land revenue to economic 

rent? . , -r. -r i 

A. — Yon have got some figures in the Settlement Reports. I always argue 

that these sub-rents are higher than the economic rent. They are paid because - 
the man is paying less than the economic rent for his own land. 

'Dr. Parcaijpye : Q. — Then why does he take additional land? 

A. — ^Because he knows he can make some profit. 

Q . — Then certainly it cannot be higher than the economic rent. 

A.— Suppose he has 40 acres for Es. 80. Then he takes 40 acres more for 
Rs 800 The total rent is Es. 880. You must divide Es. 880 by 80 to get the 
economic rent of the 80 acres. ' He pays the Es. 800 for his sub-lease land because 
he is paying very little for his own holding. 

Q.—Ii there is loss on the second 40 acres, why should he take it up at all ? 

'K 



195 


4 It 13 not a loss, the cultivator has to give up to the landlord a part of 1 is 

legitimate cultivatiug profits, -whicli he can afford on account oi his low statutory 
payment for his own land ' 

The Prestderit. Q — How do you define economic rent’ 

4 ^What a prudent man -would be ready to give for the annual use of ‘no 

land « , 

Q — It has nothing to do with the margin, of cttltivation’ 

I believe that m practice it la often the land on the margin of cultivation 

that goes into cultivation first and the richer lands go only later 

Q — We are trying to haie some sort of means to compare the incidence <f 
land revenue m the different provinces but the only one seems to be the percentage 
of the lane revenue to the economic rent Taking the ordinarily accepted defini 
tion "of that phrase, can you tell us how that can he -worked m this province’ 

A — Find out what good, progressive cultivators are paying as rent and sub rent 
Take these two together as the economic rent When I was holding a meeting 
'ecently in Berar, of people ivho were protesting against the settlement and the 
TaJsildair sent round notices asking the people to represent their views I found 
that the three people who sent out the unofficial whip were all money lenders 
The man who cultivates the land should have the security of land and security of 
payment My argument against taking the figures of sub rent as an indication 
of economic value is that these sub rents are high to some extent because they 
are p^'d by people who hold land on protected low payments 
Q— Could jou give us the figures’ 

A —I could give you the figures only after an examiration of the villages 
Q — We are trying to get this so as to make a comparison of each province 
A "—I am actually dealing with the rent rate and assessment report of a group 
in the Narsmghpur district a neb rafrt district One of the difficulties is that 
probkbly the figure of sub letting is concealed and the man who says that ba is 
subletting for half baUi is probably taking a large sum m cash 
G— All round tenancy rate’ What docs it mean’ 

A — The average rent, the rent paid to the malguzar Talking roughly jf 
Its 212 0 IS economic rent, tlie land revenue on it would be m this group 012 0 
It will remain at 12 annas for the rest of the thirty years, unfortunately 
Q —In that case land revenue would be only 25 per cent , is it not ♦ 

A —Yes This IS an exceptional group (or the district and the ratio is some 
what high It IS a washed out group on either bank of the Nerbudda and the 
sub letting figures arc low compared with the rents 

Q — ^Do I understand from the supplementary note that you are going back on 
the experiment of amalgamating the registration and land records departments’ 
A — It does not work There has been no real amalgamation at all except 
that the Director" of Land Records is now the I G of Registration and in a 
few places where the work is light the Sub Registrar is also the Kanungo cr 
tahsil revenue record keeper We have a Sub Registrar spending nine tenths 
of his time on kanungo's work and one tenth on registration work 

^—You haio never tried to keep the record of rights at registration offices 
All transactions relating to those survey numbers will go to the same portion of 
registration books’ 


A —That is in a way the sjstem which is in vogue only m Berar Even there 
it IS new and wo do not nant to make too many experiments so soon 

1 ?— Is registration absolutely necessary for the sale of land under a hundred 
rupees’ •> 

A — No, it IS for sales over hundred rupees that it is necessary 
Tkt ^/oAorajarfAiraja Bahadur of Burdwon Q —Among the malguzars on an 
aierage can >-Du tell me what they pay Rather who is jour biggest malcurar 
and who is your smallest malguzar’ ® “ 

A— A malguzar In the Central I*rovmc« pays anything np to, I would sai. 
the maximum of about a lakh of rupees There are none here who pay 5 lakL 
or 4 lakhs But wo have m eertaii, districts people isc call zamindarx and thev 
pav u vai^ng but usually low ir^ion of the fuB revenuo as talolt The average 
TOalgurar has got a scattered estate For exafiiple, take the malgozars of the 
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Nagpur district. They, may have bought villages hero and there, and consequently 

lou* c.sijito IS scattered over many tahsils or oven many districts. There are 
many men vcho hold villages also in Wardha and Chanda districts. 

<>•— Your malguzar hero too although he may possess more land than an ordi* 
nary cullxvating raiyat, his re\’cnue also is liable to reassessment after thirty 
years ? _ 

-d. Of course. At each settloracnt, usually every twenty years. 

Dr. Paranjpi/e. <?.— You speak about lands in the towns. What would you 
say to handing them over to tlio municipalities? 

^1.— I should oppose it straight away. I give you an o.vamplo for my reasons 
of doing so. A case was recently brought to my notice by a Settlement Officer 
Under our system the local bodies arc consulted when thess plots are sold. Three 
men applied to lease certain plots. The local body, without giving any reason 
for their decision, recommended that two men should he given the land and the 
third man should not bo given. The reason, I found out afterwards, was that 
the two men were connected with the municipality and the third was nob. More- 
over the municipality lias nob the courage to tax the lands properly. In the 
nntul circular attached to my evidence we are just taking away the collection of 
nazu( revenue from the municipalities and giving it to the' tahsildars. In practice 
wc found tliat the municipalities allowed the accounts to fall into a hopeless state 
of arrears and so wc have authorised the tahsildars to do this work. We give the 
municipalities four-fifths of the net revenue. The Government gets the total 
revenue, and after deducting the expenditure for maintenance and staff, we give 
four-fifths of the remainder to the municipality and one-fifth the Government 
takes. 

The President, Q . — That is a disguised subsidy? 

A. — Yes. 

Dr. Paranjpye. Q . — Why do tliese lands become important, is it because the 
municipalities arc there? 

A . — It is not due to the municipalities, but it is due to the large congregation 
of people. The value of the land is due to the collection of people 
owing to the advantageous position. The municipality provides amenities 
such ns roads, etc., for -which they get the bulk of the land revenue in the form 
of a disguised subsidy. 

I therefore say that the whole of the town lands should be assessed through- 
out. 

The President. Q.-j-Have you made any rough estimate of the number of 
people who would pay agricultural income-tax? 

J . — I do not think the Government has ever attempted to do this and I do" 
not think it is a feasible proposition also. But one thing is this. Take the cotton 
crop and its price this year and last. The difference would be very great. You 
must get big fluctuations in income when prices vary according to conditions in 
otbea- countries and nob according to the local conditions. The number of 
assessees to an agricultural income-tax would therefore vary much from year to 
year. 

Q . — Have you any idea how many malguzars would pay if their rent receipts- 
above the exemption limit were taxed? ' 

— It would be very difficult to find out because^ the malguzars have 
their estates so scattered over many places. In Nagpur district if we were to try, 
it would mean a lot of tabulation, etc. Por example, in collecting figures for 
indebtedness, I found it very difficult, because the same man holds villages here 
and there and the figures tend to get confused. 

^Apart from the criticisms yon have made, it would be a material factor if 

we find on taking estim 9 ,tes of the provinces that the income is very small. In 
the Punjab for instance it will be I think 2,300 people who would pay it. 

— I would not hazard any figure. 

Drl Hyder. Q - — ^In your definition in the bill you have got the definition of 
lambardar, mukaddam, etc., but not of a malguzar, why? 

^ Really speaking malguzar is a -wrong term, it means the man who handles 

land revenue In this particular province the term zamindar was reserved for the 
man who was originally a sort of Feudatory Chief. The malguzar was originally 
only a village farmer and when proprietary rights were given the term should 

N have been dropped. 
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it.-Colonel H. de L. BOLLAXm-LOVTSLEY, Chiel Engineer, 
Public Wotbs Department, Central Provinces and Betar (Irri- 
gation Branch), was next examined. 


Written memorandum of U>Col Pol!ard>Lowsley. 

Q 25 —(1) The charges levied for -water supplied for irrigation at present 
produce a return which little more than suffices to cover the cost of the mam 
tenance and running e\penses of the Government irrigation works m the province 
The following figures compare the results of the last three years they exclude 
figures of the cost of maintenance and running expenses of works for which 
•capital and revenue accounts are not kept, as these figures are not recordea 
separately — 



Rovenue 
from capital 
work 

Beveuae 
, from noa 

1 capital work 

' 1 

' Total 1 

revenne 

1 Cost of m un 

1 ienatice of 
, capital works 

1 inclnduiff 
indirect charges 

1 

1 

Be 

Re 

Rb 

1 Us 

22 1 

4 77 671 

d402o 1 

&71C9C 1 

' 9 32 067 

1832-23 1 

U 04,5U 

122139 

\ZZ5 650 

1 11 37 Sol 

1923 2i 

1037 4G9 

130 163 

1172C32 



(2) It IS not possible to judge the adequacy or otherwise of the existing rates 
Without first explaining the circumslantes in which Slate irrigation -was intro 
duced into the Central Provinces and the return that it was expected would be 
received from it 

Up to the commencement ot the present century, there was no State irrigation 
in the Central Provinces Though in the past there had at times been consider 
able crop failure due to scarcity or ill distributed rainfall the province had been 
Tegarded generally as fairlif secure from famine, and it was not considered 
justifiable to expend on its protection the large sums that -would have to he 
expended if the construction of irrigation works was undertaken by Government 

The famines of 1896 97 and 1899 1900 brought the necessity for protection 
proiniiiently to notice In 1699 1900 a svan of neatly Ps ttoies was expended 
in th® province on direct relief, while further indirect expenditure of about 
Rs crores was incurred The total expenditure incurred in the famine of 
1899 1900 was thus about Rs 6 crores, -which is approxinialely the same as the 
expenaiture since incurred on the construction of State imgation -works 

(3) As a consequence of the fimincs of 1896 97 and 1899 1900 the Ijidian 
Irrigation Commission was appointed mainlv to enquire into the extent to which 
the policy of the construction of State irrigation works should be ^nde^lake^ 
is a protection against famine It is unnecessary here to refer in any detail to 
-(he reasons which led them to make their recommendations and it will suffice 
to sty that they recommended the construction of State irrigation works pri 
manly to secure the paitiol protection of the rice erea Full protection was not 
adiocated and indeed the Commission stated that it could not he provided e-«cept 
at a prohibitive cost The Commission did not anticipate that any net profit 
would be obtained from irrigatiorf works in the province, and they contemplated 
that it would be a long time before the cultivators would pay any apprwjablo 
rate of irrigation They regarded a rate of Rs 2 as likely to be obtained only 
in the most advanced rice areas after a very considerable time and referred to 
the very low ra,.«i of land revenue as likely to prove a bar to the rapid enhance- 
ment of irrigation rates They considered that eventnalJy the receipts from 
State irrigation -works would not exceed one per cent of the cost of tbeir construe 
tion 

W Now the conditions in which imgatios is effected in the Central Provinces 
•diiler consmderablv from those in most other provinces in India In the large 
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irrigation provinces of the Punjab and United Provinces and in Sind, crops, 
cannot be grO\ra mthout irrigation and there is an assured market for irrigation 
in ail years, in the Central Provinces some sort of crop can be obtained in 
practically all years AVithout irrigation and in many years, unless some incentive 
is promcled to establish a regular demand for irrigation, the cultivator will either 
reiuse to take waiter or will defer taking it until it is too late for him to benefit 
materially from it. This incentive has been provided by the introduction of a 
system of agreements under which whole villages agree to pay for the irrigation 
of the whole area cropped with rice in the commanded area in aU years, whether 
they take water or not. At one time agreements could he made for periods of 
one, five or ten years, but it has now been decided that all agreements shall he 
for a period of ten years. 

Government undertakes, in the case of villages which enter into agreements, 
to supply water at specially favourable rates, and when the outturn is unsatis- 
factory to give liberal remissions of the water-rate. In the case of the first 
agreement for a period of ten years, irrigation is generally given fiee or at a 
rate of "8 annas an acre in ^he first year and it rises to Rs. 3, Rs. 3-8 or Rs. 4' 
by the end of the period of agreement. 

This system not only provides an incentive to regular irrigation, but it renders 
the irrigation^ of the rice area a practicable, instead of an impossible proposition, 
and will, it is hoped, in course of time, secure a regular market in a fixed area 
and allow irrigation schemes that have been constructed to be remodelled to 
suit the conditions under which they are required to operate. In the conditions 
obtaining in the Central Provinces, it would, in fact, be impossible to develop 
rice irrigation under a demand system and the continuation of the agreement 
system is essential. 


(5) The agreement system was introduced solely for the irrigation of rice and 
practically the whole of the rice area that is irrigated is assessed under this, 
sj^stem. The figures for the last three years are as follows : — 


— 

Area of rice irri- 
gation under 
the agreement 
system. 

Area of vice irri- 
gation assessed 
under the 
demand system. 

Total rice area 
assessed. 

1921-22 

! 409,110 

1 6,805 

1 414,408 

1922-23 

402,241 

5.047 

432,269 

1923-24 

423, .574 

3,838 

451,401 


It will be seen that very little rice irrigation is done on demand and in the 
few cases in which it is done the villages would undoubtedly enter into agree- 
ments if they could, but are prevented from doing so owing to opposition on 
the part of one or two occupiers who hold comparatively large areas of land. It 
will also be noticed that in the last two years the areas recorded as irrigated 
are appreciably less than the total areas assessed. This is probably due mainly 
to the fact that it is extremely difiScult to record areas irrigated during the 
Iciiaiif season with any accuracy, and there is little doubt that practically the 
whole of. the area commanded was irrigated. v 

The system has been applied to wheat under one smaU work and it is 
proposed to apply it to this crop under another work which is under construc- 
tion. But it has not been applied to any other crops. 

(6) A statement is attached detailing' generally the agreement and demand 
irntes in foj'cs for the various crops that are irrigated. 

Rice is the main crop that is irrigated and other crops are of very little 
noportance. Tor rice there are different rates for irrigation under agreement 
and irrigation on demand. As already stated pratically all rice irrigation is 
done under agreement and the demand rate is of comparatively slight importance. 

The sliding scale of agreement rates varies in tlie different districts. In the- 
advance'd rice-growing districts of the dSTagpur Division and in Seoni it starts 
at from Rs. 1-8 to Rs. 2 and rises during the course of ten years to Rs. 5-8 or 
Rs 4 There is only one tract in the Nagpur Division where a lower scale of 
rates -is fixed, and that is the Baihar tahsil of the Balaghat district which is 
a backward tract largely inhabited by Gonds. In that tract the first ten j-ears 
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scale of charges is from 8 annas to Rs 2 In the other more backward areas> 
of which the Bilaspur, Raipur and Drug districts nre by far the most important, 
irrigation is either gi\en free m the first jear or a comparatii el> small rate is 
charged, and the maximum rate for the first ten year period is Rs 3 Bui 
under certain tanks, after the first period of agreement of ten years had expired, 
a scale, rising to Rs 4 at the end of the second period of ten years, was inlioduccd 
and this scale has been accepted without serious opposition Most of the villages 
that had had irrigation for ten years trader their original agreements have come 
into agreements for a second period of ten years, though in some cases a delay of a 
jeir has occurred before they did so There is no doubt that after the expiry 
of the first agreements there will always be some hesitation about entering into 
new agreements, especially when the monsoon appears likely to be favourable 
and It is anticipated that a fair crop will be reaped without irrigation This 
delay is an unsatisfactory feature, but it Is only human nature to postpone 
incurring a liability as long as possible and at present there does not appear to 
be any way of avoiding it lAtcr on, it and when the demand for irrigation is 
in excess of the supply, it may be possible to lay down conditions which will 
result in agreements being renewed promptly when they expire, but it is not 
necessary to consider this point here 

(7) The present maximum agreement ra'es for rice are low compared with 
those m most other provinces 

Tlie following are the maximnra and minimum rates for irrigation by flow 
in the more important irrigation provinces — * 



|R*.TB ACRE TOE EICE 

IBRWATION BT >LOW 

1 

Name of ProviaCfl 

^ From 

To 1 

! Bem&bss 


Rs * 

i Be i j 

1 

United Provinces* 

("12 « 

7 8 1 

•Owner s rates 

1 amounting to 16 

1 and Ird of the 
occupier s rates are 

Puniib 

(i) i 0 

7 8 

1 also charged in tlu« 
province 

(a) Lower rates are 
charged m Bundel* 

North "West Prontier Provtbeo 

1 2 0 

7 0 

1 1 

1 khmd and Bohil- 
. khaud 

(6) This rate is apph* 

1 nvAy to innw' 

dation canals 

Madras . 

3 0 

1 SO, 


Bombay | 

0 8t 

4 0+ ; 

^Monsoot) irrigation 
(lour rccnlha 

Burma 

2 4 ' 

C 8 


Bihar and Onsea 

3 0 

i (c) S 0 

1 

, (c) Ps 4 S is the 
maximnm late foe 

I nee nnoer a. long 
term agreement 


In making a comparison between the agreement rates in the Central Provinces 
and rates in other provinces, il has to be remembered that — 

(а) in the Central Provinces only the partial protection of the crop is 

assured and the cultivators wiU not m had years receive water to 
the extent required by them, 

(б) in practically all years a crop, wd often quite a good crop of nee, can 

be obtained without motion, while m most other provinces no rice 
crop could be grown withont irrigation, 

(c) State irrigation is of comparatively recent introduction in the Central 
Provinces 
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' ^^^ 4 ! Oie Central iProvinces probably more nearly approximate to 

ino^ of JBihar and Orissa than those of any other province in Jndia, and compared 
with that province, and taking into consideration the fact that irrigation is 
comparatively new in the Central Provinces, the maximum agreement rates in 
this province cannot be considered to be low. 

• principle on which agreement^ rates are fixed is that they should be as 
reasonably be levied without affecting adversely the development 
of irrigation, and this principle is undoubtedly suitable in the present state of 
development of irrigation in the province. 

(8) Demand rates for rice are generally Es. 6 or,Es. 8. In three cases they 
are less than Es. 6 but these cases 'are of little' importance, as the area of 
irrigation affected is very small. The rate of Es. 8 is higher than that levied 
m any other province, but comparison with rates in the United Provinces cannot 
fairly be made, as in that piovince an owner ’si rate also is charged. At present 
the demand rate is fixed at approximately double the maximum agreement rate. 

It is purposely fixed at a high figure, as it is not desired to encourage irrigation 
on demand. Eventually, it is proposed in the case of rice to fix the demand rate 
generally at half the profit secured by the cultivators from irrigation in a year 
of bad or badly distributed rainfall. 

(9) As already stated, the area of crops other than rice irrigated in the '' 
Central Provinces is small. In 1921-22 only 21,533 acres of rahi and 724 acres 
of perennial crops were irrigated, while in 1922-23 the figures were 9,122 acres 
Tahi^ 1,156 acres perennial and in 1923-24, 9,103 and 1,528 acres, respectively. 

The area of rabi irrigated will fluctuate, depending on the condition of rainfall 
during the cold weather, but at no time will it be large aftd the cultivator will 
never agree to pay any high rate for such irrigation. The irrigation of perennial ' 
crops can never be undertaken on a large scale, as the very large majority of the 
works in the province cannot be relied on to irrigate throughout the year. In 
the few cases in which the irrigation of perennial crops can be assured, com- 
paratively high rales will be secured, and in the Balaghat district a rate of ■ 
Es, 25 per acre is already obtained for cane irrigation. It is only fair if 
agreements are made for the irrigation of rice that the agreement villages should 
be given the benefit of all the water available, and, in the circumstances, no 
water can be reserved for perennial crops if it is required for rice. The general 
policy in the province is to develop the irrigation of rice to the full capacity 
of all works, and as this is done the irrigation of rabi and perennial crops will 
become impossible and should be prohibited except in a few cases. 

The rates for rabi and perennial crops are gradually being raised, and_ if 
it is found possible, it is proposed eventually to fix them at a figure corresponding 
to half the profit secured by irrigation in a year of normal rainfall. It is how- 
ever unlikely that so high a rate will be obtained. 

(10) I am satisfied that the charges for water supplied for irrigation in the 
Central Provinces are as high as can reasonably be levied in the present state 
of development of irrigation. They are, however, not maximum charges and they 
will gradually be raised. I do not anticipate that, during the next 16—20 years, 
it will be possible to levy a higher rate than Es. 6 for rice irrigated under 
agreement, and there will be many works under which a rate of Es. 4 will not 
be exceeded during that period. Many factors affect the rate, not the least 
of which 'is the reliability of a work, and it is only under very reliable works, 
which command areas occupied by a good class of cultivators, that a rate of Es. 5 
can be expected in the comparatively near future. 


I consider that the agreement system of irrigation is the only one that can 
‘ be applied successfully to the irrigation of rice in the province. It might be 
possible to apply systems (4) or (5) of those suggested in the questionnaire to 
other crops, but none of them could be applied to the irrigation of the rice crop. 


Systems 1. 2 and 3 all appear to assume that irrigation is essential to the 
production^ of crops, and that the demand is e.slablished. No system wmcii 
assumes this is suitable to the Central Provinces. Systems 1 and 2 would involve 
le-'ving rates which would be prohibitive and would cause grave discontent 
and a very large reduction in the area of irrigation. They would, in fact, 
probably kill it altogether. 
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Under system 4 the cultuator -noold defer his application for water until the 
last moment, and* neither the coltiTator nor Government would secure the full 
benefit that they should secure from the worhs 

Sjslem 5 assumes competition for the water It could not be applied in the 
•case of lire, as the quantity of water likely to be available is not known In 
the case of ‘rcib\ it migli* ba used on small works, but it could not be adopted 
on laige works, as the purchasei would not undertake the distribution 

Q XQ — ( 1 ) When land, which is newly brought under inigation or is guaranteed 
a supply of water from a State irngatwn work for the first time, increases 
largely in value, there can be no doubt that the State should receive a portion 
of the increase In the Central Provinces though the increase in the value of 
the land is taken into account at the tune of the re settlement of a district 
the extent to which the rent can be increased is so small that the increase which 
IS actually made can ordinarily be secured whether the value of the land has been 
enhanced or not 

A Settlement Bill has leen drafted which will, if it is passed, allow Govern 
ment to make a greater mcreise than is made at present in rents in areas where 
the value of land has risen due to the construction of a State irrigation work or 
to any other improvement effected by Government But it is not proposed to use 
this provision to secure anj thing approaclung the maximum revenue which might 
m theory be extracted 

(2) Rents generally are \eiy low in the Central Provinces and the average 
maxfmum increase normally made at resettlement is 33 per cent It is proposed 
in areas m which improvements have been effected by Government, to raise this 
percentage to 50 Rents of Re 1 an acre and less are not uncommon and if a 
rent of Be 1 is raised to Rs 1 8 the State will secure only 12 annas ot which 
only l§rd annas represents the additional revenue to the State on account of 
the impiovement effected Seeing that the value of the land may have risen from, 
say, Rs 40 to Rs 150 or moie an acre due to this improvement, it is obvious 
that the State takes only a very small part of wbat might be taken 

(3) It 18 , however, not politic at present to attempt to enhance rents on any 
large scale in areas that are commanded by State irrigation works The woiks 
must first be popularised and irrigation must be established Even the small 
increase which it is now proposed to make in rents is regarded by some officer* 
1 ith disfavour They argue tl at it would be better to fix water rates ®o as to 
obtnm the full value of the water directly m tlie shape of -water rates than to 
attempt to obtain anv part of it as land revenue Thev also pointed out that when 
rents are increased, only half the increase goes to Government while when water 
rates are increased Government obtains the whole Officers who ate in favour of 
the enhancement of rents point out that the increase m the rents, being so small, 
w ill have no effect whatever on the rate at which water rates can bo increased 
and that though only half the increase m rent is obtained by Government, that 
increase is maoe on the whole area commanded md applies to areas that are 
not irrigated as well as to areas that are irrigated Unless rents are raised 
iinirngated areas situated in tracts commanded by a State work pay nothing 
whatever for the advantage of being in a tract whicli is, for all practical purposes, 
'ocure from famine 

(4) At present I do not consider it desirable to go further than is proposed 
m regard to enhancement of rents in irrigated areas It would however, not be 
unreasonable to tax sales of land m these areas fairly heavilj and to credit 
to the account of the irrigation work concerned the amount of Ihe tax on the 
diflerence between the enhanced and previous value of the land No doubt a 
tax of this kind would be difficnli to apply, as the true price paid would be 
concealed To start with the State might take 25 per cent of the difference 
between the price paid and the value of the land prior to the construction of the 
work from which it benefits I understand, however, that there are certain 
difficulties which would render any such «cheme largely inoperative One of 
these difficulties is that occiiojncv tena'^ts, who form a largo proportion of the 
I'ccupiers, cannot sell then land, though thev do so in an indirect manner If 
any such tax as proposed were levied, I am inclined to think that pajonent should 
he made m one sum 
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calculate everything; ^ve have a diagram which fixes the irrigating 
• capacity of a tank, depending on the proportion the capacity of the tank bears 
to the average yield. On that we fix roughly the area to be irrigated. We 
cannot apply that diagram to all tanks. The bigger the capacity the larger 
the area to which water is distributed, and the less the area irrigated by each 
million cubic feet in the tank owing to losses due to absorption and evaporation 
m distribution. Eventually the irrigating capacity of each tank is fixed on 
experience of its working. 

Q- — Have the agreement people a prior right for water? 

They have no prior claim under the terms of the agreement, but we 
always deal with the agreement people first. 

Sir Pcrcij Thomjison. Q . — What are the rights of the man who is under 
the demand system? 

A . — He has no rights whatever. 

Q ' — Supposing lie asks for water some time beforehand, ivould you say to 
'him “ you must wait until you get ivater”? Supposing I came along now and 
said that I would want v.'ater next year? 

A . — You must come under agreement, you cannot come as an individual. 

Q . — Is there not a stage at wdiich next year I can come and say “I want 
water this year?” 


A . — We have abolished the one year agreement system. The trouble involved 
in working it was incommensurate with the advantage gained. 

Q . — When does a village come under the demand system ? 

A . — If a village is not under agreement, either the village or an individual 
can apply for water at anj' time when they actually require it. Whether they 
get water or not depends upon whether we can give it with due regard to 
our commitments under the agreement system. 

The President. Q . — I take it that the agreement and the Madras systems 
amount practically to the same . thing. Under the Madras system, any land 
•outside the ayacut pays a water rate which is much higher than the rate 
paid by the guaranteed area. 

A . — That is very much so, but here it is entirely voluntary with the people. 

Q . — There is »c provision under whiCh the majority of the ayacut holders 
■ can force the rest ? 


^4. — We make an agreement with a village, provided the occupiers of SO per 
cent, of the commanded area in that village, which is under the crop concerned, 
agree. That is the provision of law. 

Dr. Ryder. Q . — Your system is more or less an insurance system ? 

A . — It is a partial insurance system. We do not guarantee a_ full crop, but 
we grant remission of water rate ■when the crop is below a certain standard. 

Dr. Paranjfye. Q . — In the table attached to your statement, you have a 
column “supply of water to fill private tanks.” What is that for? 

A . — ^If a man, owning a tank, uses up all his water or if his supply is low and 
he wants us to fill the tank, we do so at the rate shown in this column, v 

Q.—Are there many such private irrigation tanks? 

A, Yes. There is, a very large number of private tanks in this province. 


The President. Q.— Why do you limit the supply to rice? 

A —We do not limit the supply to rice, but rice is the one crop for which 
-you must provide an incentive for irrigation and this is done under the agreement 
system. Rice is also by far the most important crop from an irrigation point 

■of view. - • -u 

^Don’t you allow an agreement village to grow a dry crop with the aid 

-of irrigation ? 

4 — ^Water may be given on demand for any crop. The irngation of rice on 
demand is, however, not a practical proposition in the Central Provinces. H two 
• or three cultivators with rice fields in different parts of an area commanded from 
an outlet a'sked us to irrigate their rice fields, it would be impossible to do 
■so without passing the water through the fields of other cultivators who had 
■;not asked Iot it. ^The result .would be that most of the area commanded from 
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the Outlet would be imgdted, bat only the men who asked for water would 
pay for it The irrigation of individual fields would require a most complete 
system of wa’er courses which it is hopeless to expect and so with such a system ♦ 
it would be extremely difficult 

Q — Supposing your tanks ivere half fnll, is it not open to them to sow 
any other crop instead of rice, which is bound to fail^ 

A — ^ou can t tell at the beginnii^ cf the season what the position will 
be We rely very largely on the rams of the year in which we are 
irr gating In some cases we may at tunes have a big carry over , in our tanks 

at present we have eight thousand million cubic feet 

Q — Geneially speaking jou rely on the monsoon rainfall of the year on whjch 
you are irrigating 

— "ies I know a tank which has been working for 18 years and I found 
that in only one year during those 18 veaib was a less quantity of watei recened 
than was actually required during that year Generally, we get enough water 
for our irrigation if we do not fix the agreement area at too high a figure. 

Dr Hijder Q — The majority of yonr works are tanks’ 

A -r-We have only one canal which is not any way dependent on storage 
The Pfestdent Q — On page 198 of your statement you say that in the last 
two years the areas recorded as irrigated are appreciably less than the total 

areas assessed and that this probably Is due mainly to the fact that it is 

extremely difficult to record the areas irrigated Did they all pay’ 

A —Yes , we only keep our records of irrigation for our own information 
They are not and cannot bo very accurate 

Dr Paranjpyt Q — If an area under agreement does not get water, it will 
still pay for it’ • 

A — ^Yos If the crop is up to a certain standard But wo treat the tenant] 
fairly Out whole existence depends on tbo cultivators being contented, and they 
will not be contented unless we treat them fairly 

The President Q — May we go to the table on page 199 of your statement— 
■maximum and minimum rates foi irrigation by flow ’ This is for rice only ’ 

A —Yes / 

I do not think your figure is quite the maximum in Madras 
A — I took these figures from the annual Administration Reports, they may 
not be quite correct 

Q — -The more it costs vou to complete a work the higher the rate you would 
have to charge 

A — That would be a commercial system but it would not be suitable to 
the Central Provinces 

Q — Quite recently, we pat the rate for rice upi to Rs 10 
A — "Vfe charge Rs 25 for cane But we get a very much bigger return 
from rice For nee, if W’ charge a rale of Rs 4 as a normal rate, we geti 
about Rs 100 for every miUiofi cubic feet of tank capacity There is very 
little loss due to absorption, etc , as the irrigation is done in the rams In the 
ease of cane if we charge Rs 25 an acre and do one acre for one million cubic 
feet we obtain a return of Rs 25 per million cubic feet If we irrigate wheat, 
we do 10 to 12 acres per million cubic feet, and if we charge Rs 2 or 3, we make 
Rs 30 So, rice will give a return of about Rs 100 for a million cubic feet, 
and wheat and cane give very much less 
Q — ^Wheat takes much less water 

A — ^Losses in distribution, doe to absorption, etc , are so high that they 
■wipe out the advantage 

Str Percy Thompson Q — ^Why is that’ 

A — Rice irrigation is done m the rams when the soil is saturated Rice is 
ttie mosi paying crop from our point of view From the cnltivators’ point of 
view, cane is better but it requires capital 
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The. iluharajadhinija Bahadur of Btirdwan. Q.—h rice the staple food here? 
in the Boiith. In the north, it is wheat. 

yjr. Paranjpye. Q. On page 200, you say that eventually in the case of rice 
It IS pioposed to fix the demand rate generally at half the profits secured b\r 
cultivators from irrigation in a year of bad or badly distributed rainfall. 
J^elore that, you said it would be impossible to find out the return. 

J.—l do not think I said that. It is very difficult to ascertain the profits, 
because they vary from year to year. The rainfall varies and we can only 
ascertain the average profits by observations over a period of years; we can 
ascertain the profits in a really bad year on the observations of one or two 
bad j'oars, but we have not got those figures yet. 

Q- — l^ut the profits of the i^ad year arc distributed over the good years. 

.1. — Yes, in considering the agreement rates. 

77ir. Prc^idciH. Q. — On page 197, you say that the Irrigation Commission 
referred to the very low rates of land levenuo as likely to prove a bar to 
the rapid enhancement of irrigation rates. 

A . — The idea was that people who arc accustomed to pay. so little as land 
revenue would regard a rate of Rs. 2 or Rs. 5 for irrigation- as absurd. For 
this reason wo have had to , start with very low rates. The disadvantage 
ap]ilics only in the beginning and eventually tlie low rate of land revenue 
will enable us to charge a higher irrigation rate than would otherwise be possible., 
If we had started with a ratC' of Rs. 4 the people would not have taken water 
at all. 

Q . — What cases do you refer to on page 200 as those in which the irrigation 
of perennial crops can be assured? 

A . — We hitvo a few works which wo can rely on to be full or neai’ly so at the 
end of the monsoon and under these works wo can irrigate cane and fruit gardens 
with fair confidence. 

Q — ^Your proposal is to tax sales of land? 

A. — Yes. 

Q. — ^You would not like the idea of a betterment tax? 

A. — If you levy any appreciable betterment tax, you would have difficulties, 
over your water-rate. But if a man is prepared to buy land, I don’t see why 
he should not pay a little extra rvhich will ^o to us. It is absolutely 
essential that we slaould do nothing to interfere with development. 

Q . — In Madras, they have gone to the extent of making a man who is in 
the demand area pay an inclusion fee to come into the agreement area. 

A. — ^We have not got to that position yet. i 

Sir Percy Thompson. Q.— Would you take a percentage on the sale price? 

4. — I would take a percentage on the difference between the sale price and- 
the value of the land as it was before State irrigation became available. 

Dr. Paranjpye. Q.- — How are you going to determine A? 

A. — I would leave it to the Deputy. Commissioner. 

Dr. Hyder. Q.— Why not have it in all cases, why only in the case of sales ? 

— ^When a man sells some of his ^land, there is a reason for taking some- 
thing which does not e'xist in the case of the man who does not sell his land.. 

If you tax all land in the commanded area whether sold or not it would 
certainly render irrigation unpopular if the tax was appreciable. 

Sir Percy Thompson. Q.— Won’t you take anything from the vendor? 

A. ^Whichever you take the sum from, both will pay. If the purchaser is 

taxed he will pay less to the vendor that he would pay otherwise. If the vendor 
is taxed he will take more from the purchaser. 

Dt, Paranjpye. Q . — W ould not there he collusive prices ? 

^Yes. It would, I realise, he extremely difficult to say what the actual- 

sale price was. 


I 
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Tht Pretident Q — Have you any idea of tlie percentage of increase irriga 
tion has caused * 

A — ^The figures I liave given in my note ire nothing out of the way Rs 40 
to Rs 150 is quite a nortnal increase, even Rs 200 rvouW not be out of the 
way at all 

Q — ^Would you consider Zfi per cent of Rs 110, i e , Rs 27i, sufficient, 
spread over 25 jears* 

A —Spreading the charge over a numlwr of years makes it easier for the 
cultivator, but it means keening accounts 

Sit Percy lAompgon (J— When is the time to get il’ 

A —-If jou make it a jearly payment,- and not in a lump sum ivhen the sale 
takes place it looks as if it is a tax and this is undesirable 

Tht President Q — ^You say the Settlement Bill will allow Government Vo 
make a greater increase than is made at present m rents in areas where the 
value of land has risen 

4 — There is a provision to the effect that, where an improvement has been 
made by Government, a higher percentage may ho charged than the normal 
percentage , the idea is that toe percentage may he raised from 33 to 50 

Sir Percy Thompson — ^Whatever increase you make iii the rent, Govern 

ment will take 50 per cent out of it by way of land revenue’ 

A —Government will get half the increase and the landlord, who has done 
nothing will get the other half 

Thf Prtsxdtnt Q— On page 201 of your statement you say that occupancy 
tenants cannot sell their lands 
4— Yes 

Q —They can sell their rights in the land ’ 

A — I discussed that point with Mr Dyer I do not know very much about 
it Indirectly occupancy tenants do sell then land 

Str Percy Tlomjison ^ — I am not quite clear about the demand system 
If a village is inside the area which is coiered by the irrigation system the 
cultivator can come at any time and ask for water and you say that he cannot 
have It if vou have not enough to spate’ 

A — In the case of nee, the cultivator who obtains water on demand 
pays about double rates 

Q— "iour rales are fixed’ 

4 —We reconsider all our demand rales annually, and reconsider agreement 
rates shortly before periods of agreement expire 

Dr Eydtf • Q — ^When do you do this ’ 

A — We do it now, at the beglhnmg of the year, and the revised rates apply 
to the coming year 

Str Percy Thompson Q — ^Tha man who u growing rice wants water 
generally at a time when yon haven t got it and at the time when you have 
a large quantity, he does not require it’ 

4 — Quite so , the reason why the acreage of rice irrigated on demand is 
falling IS because the people who want water come under agreement 

Q ““f suppose also that people find that they do not profit by the system 
of demand rales 

A —Those who lake water for nee on demand are mostly those who would 
enter into agreements if they could In most cases they cannot because the 
malguzar refuses to be party to the agreement 

Dr Hyder Q — ^What is the reason for the malguzar standing out ’ 

4 —In some cases his idea is that, if his tenants are too well off, he will 
lose ins authority over them Bnt there are many other reasons, and very 
often it IS the absentee landlord who prevents us from obtaining agreement 

• o 
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Thf Prc^uhnt. Whnt is tho proredurc in regard to the annual revision? 

Lvciy Executive Engineer draws up ins inoposnls for the rates to ho 
loviod for the inigation of various crops diiting the next year. These proposals 
go to the Suj.enntending Engineer, who sends them on through the Deputy 
Conur.'issnaier and Comuiissioner to me and the Local Government then makes 
ntiy changes that are considered necessary, 

Q . — On what basis do yon revise? 

•■1. — On what wo think oiiglit to ho done. 

Hit PcTtu 'fhiimpfoii. Q . — Is halancing the hiulgct any consideration in 
the revision? 

.1.— No. 

<J . — Supposing in the enrrent year there is a bad monsoon, would you alter 
your rates for tho next' year? 

.1. — should not put up rates on that account. Once the rates settle down, 
there will he no necessity for these annual revisions; and it will probably 
Auflice oveiitunlly if rates are reconsidered every four or five years, 

77ic Q . — Tltosc are demand rates? 

-■1. — Yes. Agreement i.ites are fixed for cacii period and arc reconsidered 
wlien agreeinenis in any area arc due to expire. 

Dr. Vitrinijiiyr. (}. — Your total expenditure on irrigation up to date is 
about 6 croies of ru[)ccs ? 

A.— Yes. 

Q . — Is tiiorc more room for extension? 

••1 . — Yes ; wo have a programme on hand which will cost about another d 
or 5 crorcs. 

Q . — There are prospocls of having enough water for these irrigation works? 

.‘1. — Yes. 

Q. — Y'ou haven't got any heasy I’ainfall here as in the Western Ghats? 

A. — No. 

The Prcfitlent. Q.—Do you find that works started as protective works tend to 
become pi-oductive? 

A . — At the present moment I am undertaking the consideration of tho 
development of every work that has been constructed. We have constructed 
somclhing over 100 works and every one of these has to he examined with a 
wiew to its development. Each will require some remodelling, because, when 
■wo started construction, wo did not know accni'ately what parts of the area 
commanded we were going to irrigate. We have not yet reached anything 
like full development; it will take a long time yet. 

Dr. Hycler. Q . — Arc your irrigation works in the south, north, east or west? 

A.— Our most important works arc in Chhattisgavh. We have a fair number 
in the Nagpur tract hut in the north we have only small works. The north, 
from the point of view of development, is 'the most unsatisfactory area. The 
people are far more backward there and they do not regard rice as their 
chief crop. Wheat is their main crop. Th.ere is not the same demand for 
irrigation in the north as in the south. 

^You do not do anything with the water of the Nerbudda? 

4 jsj-Q, As things are at present, we should not be justified in spending 

:any large sum on irrigation works in the north of the province. We are quite 
.•justified in going ,on in the south. 



2U 


I2th February 1925. 

Kagpor. 


' PllERLNT . 

Sir Chahles Todhunteii, K C S 1 , ICS, President 
Sir Bijay Ciiand Mahtao, CCIE, KCSI, IOM, Maliarajadhiraja 
Bahadur of Burdwan 
Sir Pekce Thompson, KBE, CB 
Dr R' P Paranjpie 
Dr L K Hydeh, M L A 


"Mr. G. TI, WILLS, LC,S., Excise Commissioner, Central 
Provinces and Berar, was examined. 


I 

Written mem>ran(ljm o! Mr. Wills. 

Q Cl — “Prohibition" m English ordinarily implies prohibition of alcohol 
«nly, since in European couutiies the use of drugs as an intoxicant has long 
been totally prohibited by law But m the Cential Provinces and Berar, 
.about which alone I am qualified to speak, present statistics of consumption 
indicate that quite as much intoxication must be ascribed to drugs as to 
alcohol Prohibition of drugs, however, is seldom advocated, as their use does 
not, for certain historical lessens, offend orthodox social opinion Prohibition 
of alcohol, on the other hand, is frequently* urged, but I do not aiit.cipate 
its introduction now or m the nenr future, either generally in this province 
or in particular areas Such prohibition has been imposed m the neighbouring 
State Bhopal, presumably because the ruler of that State is a Muhammadan 
■who felt bound to subscribe to one of the mam tenets of Islam It is also 
possible that an Indian Minister might favour prohibition of alcohol m the 
Central Provinces and Berar tor similar reasons, but, m vioa of the difli 
culties of enforcing it at in»sent .md of the danger of attempting to do so 
without % corresponding restiiction on the use of intoxicating drugs, I cannot 
suppose that the Provncial Governmeut would accept a prohib ‘nii, based 
mainly on a religious and social prejudice, unless supported by a marked 
change in the attitude of the numerous drinking ^classes in the province, some 
of whom regard the use of alcohol as a religious necessity During the four 
years I have been associated with the Excise Department in the Central 
Provinces and Berar, I have, inde«d, witnessed a change in the atti* ide of 
many drinking classes towards the use of alcohol, but this change was temporary 
Now tha* the social and religious movement (known as the non co on^-iation 
movement) which inspired hostility to dnnk has disippeaied, the drinking 
classes have, for the most part, reverted to their former habits There is at 
present little indication that the popular feeling among the drmkirig classes 
vhffers very widely from what it was five years ago I, therefore, do not con 
sider that prohibition of alcohol is at present m this province within the 
range of practical politics. 

Q 63 — I would accept all statements quoted in this question which, as 
I understand them, emphasize the view that the taxation of intnvicants is not 
■only jiistified foi revenue purposes on general economic grounds but. is also 

• o 2 
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properly regarded as an administrative weapon for the enforcement of restric- 
tions calcu.ated to prevent abuse. This, the revenue cum temperance point. 

Govm’nraent of India’s Eesolution of 7th September 
xyuo. ilie Uoverninent of India have no desire to interfere with the habits- 
of those who use intoxicants in moderation ; this is regarded by them as 
outside the duty of the Government and it is necessary in their opinion to- 
make due provision for the needs of such persons. ‘Their settled policy, 
however, is to minimize temptation to those who do not drink and to dis- 
courage excess among those who do”. But such a policy as this does not,, 
in my opinion, satisfy social requirements in the Central Provinces and Berac- 
for these reasons : — 

(1) . There is, in this province, a definite social prejudice against liquid. 

intoxicants in any form which has the support of orthoddx religious 
opinion among both Hindus and Muhammadans. Individual Hindus- 
and Muhammadans of the better classes do drink ; there are- 
numerous castes among whom the use of alcohol is permitted by 
• custom and there are certain forest tribes among whom on occasions- 

the use of intoxicating liquor is still a religious necessity. But what 
is recognised by all Indians in this province as the hast social 
opinion definitely condemns the use of alcohol altogether and this- 
condemnation has, in many instances, been supported by the leaders- 
of opinion among the very classes who are most prone to drink and 
even among the foiest tribes. 

(2) In western countries alcohol is the only intoxicant which presents a. 

serious social problem. In this province drugs are, at least as 
extensively qonsumed as alcohol and it is, I tMnk, illogical to lay, 
down a policy in regard to one class of intoxicants which will not 
be applicable to the other class.' The eventual restriction’ of the- 
use of drugs to medicinal purposes is a legitimate goal for our 
excise policy and, in my opinion, the same attitude has in this 
province been rightly adopted towards alcoholic liquor also. 

(3) In this province the use of' alcohol is mainly confined to the lowest. 

classes of society. There is little attempt that 1 am aware of to- 
cultivate the palate or the pleasures of drinking for taste only. 
Alcohol is, I believe, primarily consumed in oroer to obtain some 
physical sensations at least preliminary .to intoxication. Thus 
the Central Provinces and Berar Excise Committee of 1904 wrote 
“Indian populations use intoxicants chiefly for the effect on the- 
brain. The consumers of imported liquor fall for the most part 
under a different category, those that drink for taste” (paragraph 
59). It is significant in this connection that country spirit of the- 
highest issue strength and even foreign liquor is commonly taken^ 
neat without any admixture of water, by Indian consumers. 

(4) It seems to me that the use of alcohol, whether from the above or 

fz'om other climatic or physiological cau.ses, is somewhat more detri- 
mental to th -3 average Indian consumers than to ordinary con- 
sumers in the United Kingdom. 

Eor these reasons I consider that a merely revenue cum temperance policy- 
is not enough. Government’s policy in regard to intoxicants should go further 
and should ' associate itself with what is _ generally regarded as the best and 
most orthodox Indian social opinion. This orthodox opinion is not based on 
a scientific estimate of the effect of intoxicants on the physical condition of 
the consuming classes but on a social sentiment or religious prejudice which 
may have originally been derived from considerations of public -welfare but. 
is now largely independent of it. It follows from this that taxation should 
he employed as a weapon not merely to minimize temptation ' to those _ who do 
not drink and to discourage excess among those who do but also to discourage 
the use of alcohol by Indian consumers generally. It should also be employed' 
as a weapon to discourage geneially the use of other intoxicants such as opium, 
oanja and b/iang. Such a policy can only advance gradually as the drinking- 
classes are won over to the orthodox point of view and as taose who take- 
drugs are persuaded that their use is harmful. It will involve, therefore, 
onlv a very gradual curtailment of excise revenue which may well be maoe- 
goo“d by th'e gradual expansion of revenue from other existing sources. 
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Q Ci — The Excise policy of this province is primarily defective because 
at lays down a system ot gradually increasing restriction directed to the 
attainment of ultimate prohibition m the case of alcoholic intoxicants only. 
The taxation ron all forms of alcohol h'ls, therefore, been raised to the h ghest 
joint possible The taxation on drags has also been raised substantially in 
the past but is, m niy opinion, susceptible of a much greater increase if tbe 
duties m other provinces are co ordinated and if measures are taken to curtail 
smuggling from the Central India States In the matter of taxation 
-on intoxicating drugs the policy followed in this province is justified by 
existing circumstances but falls short of what I would appiova if certain 
limiting circumstances could be altered 

(? 65 — The rates of duty in this province vary from ntl to Rs 20 per 
proof gallon They are all adjusted to meet the pajing cipacity of the drink 
ing classes in diRerent areas Continuous attempts are being made to reduce 
the variety of duty rates hut it is in practice impossible to do much m this 
•direction The application of a Uniform rate as in other countries would be 
utterly impracticable 

Q 66 — ^Recent increases m tbe Txies for country spirit have been followed 
by a considerable increase in illicit production The increase m illicit product on 
cannot, however, he wholly attributed to the increase in taxation Repre 
'sentativcs of the Swaraj partj have openly advocated illicit distillation especially 
in jungle areas, have urged consumers not to take their liquor from licensed shops 
and have generally tried to bring the authority of government into contempt 
This has weakened the control exercised by the excise staff and has at the same 
time given a stimulus to illicit distillation 

Qa 67 and 6S —I find it necessary to answer these questions together In 
my opinion the taxation on foreign liquor should be entirely under thb control 
of the Provincial Government subject to the proviso that the duty rate imposed 
both on imported and on locally made imitations of imported liquor must be not 
Jess than tbe tariff rate The duty on all foreign liquor whether imported or 
Indian made, which is consumed withm the province, should be credited to 
provincial revenues and any claim on account of customs on iropoited spirit 
on the part of the Cent'al Government should be settled by a annual 
assignment from provincial to central revenues 

The difficulties presented by the present system which allows a duty fixed 
"by the Central Government to conter on imported liquor freedom from all 
crestrictions on transport are as follows — 

(а) The restrictive policy^ accepted in this province m the case of country 

spirit IS unduly hampered in every locality wheie foieign liquor 
IS sold It IS impossible to raise the country spirit duty beyond 
Rs 20 per proof gallon when the foreign liquor tariff rate is only 
Rs 2114 0 

(б) There is also an undesirable conflict between provincial and central 

interests Tbe tariff duty on imported liquors goes to the Central 
Government Tbe duty on Indian made foreign liquors goes to me 
Provincial Government Our Excise Department must necessarily 
regard with favour anv displacement of imported by Indian made 
varieties as every pioof gallon of such displacement means an addi 
tion of Rs 21 14 0 to the provincial revenues 

In view of the difficulties •wbith already exist in this province owing to 
“the freedom of transport allowed to imported liquor I would strongly oppose 
-any extension of the same privilege to locally made imitations On the 
“Contrary the freedom of transport at present given to imported liqnors should 
be done away with and duty should be assessed, at any rate m this inland 
province, by the Provincial Government on all liquor consumed within its 
borders subject to the proviso already mentioned that this duty rate must 
-not be less than the customs tariff' This proposal is similar to the suggestion 
that supplementary duties on foreign liquor be imposed by Local Governments 
"but differs from it because the latter scheme would do nothing to remove the 
jiesent divergence of provincial and central interests due to the fact that 
the tariff on imported liquor goes to the Central Government while the duty 
•on Indian made foreign Iiquo" goes to lie provincial revenues 
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Q. 71 . — -There is no charas now sold licitly in this province. Bhang is a. 
mud intoxicant mainly consumed in this Province by the well-to-do classes- 
The duty on it was abruptly enhanced from Es, 2 to Rs. 5 per seer in 1922: 
in this province with no great effect on consumption. There may be no very 
good reason for the divergence of assessment of bhang in different provinces. 
On the other hand there is, from the point of view of this province, little to- 

be gained -by bringing it into line. In the case of ganja this single term 

covers productions of widely differing narcotic power. Both the Ahmadnagar 
ganja of Bombay and the baUuchar ganja of Bengal, Bihar and Orissa are far 
more potent'^ than the local ganja produced and distributed under Government, 
supervision in the Central Provinces and Berar. In view of the wide diversity 
of quality I doubt the need or, indeed, the desirability of imposing uniform< 
rates. At the same time little is done to co-ordinate the taxation in different- 
provinces. The Central Provinces and Berar suffer a good deal, for example, 
from smuggling from Khandesh. In self-defence this province has been- 
compelled, contrary to its own policy, to provide ganja of stronger narcotic power- 
to shops on the Bombay border. There is a similar but less acute difficulty 
on the Bihar side. If the Central Government were to arbitrate in difficulties- 

of this kind a settlement of them might well be found which is hardly at 

present attainable. There is, in short, ample reason for variety in rates, but" 

the variety which exists at present is, in no way, the result of any reasoned' 

adjustment between this and neighbouring administrations. 

Q. 77 . — Smuggling of cpium is of two kinds, organized smuggling mainly 
towards Calcutta and Bombay and eventually, perhaps, towards Burma and’ 

petty smuggling across the Central Provinces borders. Practically all this 

contraband emanates from Central India, The problem is a grave one. So- 
far as organized smuggling on a large scale is concerned this province is- 

protected simply because there is a far better market elsewhere. At, the same- 

time “fo/eign” opiOm from the Central India States is not infrequently found 
in transit in large consignments amounting in some cases to half a maund or 

more. The seizure of quantities of five or six seers at a time is common. As 

regards petty smuggling the evil is so extensive that along the borders of 
certain States to a depth of eight or ten miles in British territory the sale- 
of Government opium has practically ceased. 

The explanation of this state of affairs is to be found simply In the wido- 
disparity of prices. The issue rate for opium in the Central Provinces and’ 
Berar is Rs. 75 per seer. In Gwalior it is Rs. 2<3 ; and in Indore Rs. 30. 

In these circumstances, any arrangements for control by the consuming 
province are bound to be but partially effective at the best. But, as I am- 
ignorant of the administrative and political difficulties of control in the Indian- 
States, I am unable 'to suggest what revision of the existing arrangements- 
is practicable. ^ 


Mr. Wills gave oral evidence as follows 

• The President. Q. — You are the Commissioner of E.xcise ? 

A . — "V'es. 

Q. — Have you any other duties ? — 

£t. — Recently I have been made Superintendent of Stamps also. 

Q. — Can you tell us anything about salt? 

..4. — I'lo; I know nothing about salt. We have no manufacture '£ salt here.. 

Q.— Ol course our concern with excise is purely from the ta-vation point 
rf view. The temperance point of view interests us in so far -ns it affeCjts' 
taxation. You say ‘the present statistics of consumption indicates that quite- 
as much intoxication must be ascribed to drugs as to alcohol’. Have you any 
statistics of intoxication ? 

A . — No, it is purely my personal opinion. 

You say ‘prohibition of drugs, however, is seldom advocated, as their- 

tise does not, for certain historical reasons, offend orthodox social opinion’. 
What are the reasons ? 
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A — Under the Moghuls the use of liquor was totally forbidden but the use 
of drugs was not As mentioned m a book by Professor Sarkar on Moghul 
administration, this rule was enforced by the Muhammadan authorities 

Q — On the other hand, certain tribes regard alcohol as a religious necessity 
A — 1 believe they do to a certain exteat ^ 

Q — ^Yiii do not consider that prohibition of alcohol is within the rsnge of 
practical politics * 

\ A — No 

Q — ^Would you go a good deal tuiihcr than the resolution of the Govern 
ment of India of 1905’ 

A — Yes That is the Local Government s policy The Government of India 
wished to make permanent provision for the moderate consumer The Local 
Government aims at prohibition 

Q — ^Would you accept the United Provinces formula which is defined as- 
the suhordinolion of considerations of revenue to promotion of temperance’ 

/I — I have always understood that revenue considerations were subordinate 
even under the old policy of the Government of India 

Q — Ir was maximum revenue and minimum consumption 
A — \bz But that policy was to be carried out regardless cl revenue 
considerations 

<3— “Your own policy is promotion of temperance without regard to revenue’ 
Ye« 

Q — So that you look to a reduction m revenue ’ 

4 —Yes, eventually But in actual practice we have recently got an in 
crease oi revenue This year we expect to get a higher revenue than we- 
h&ve evu got before 

Dr Paranjpi/e Q — Is it due to the fact that there is no Minister at pre*- 
sent’ I ask this because I have been told so by certain persons 

A — Ihat « a gross libel The revenue has gene op because f th« un- 
usually high cotton prices and because of the high restrictive rates 

Dr Hydtr Q — Because of the agricultural prosperity’ 

A — Yes, there are a vanety of causes The price of cotton, which was the 
highest ever known in the piovince, is the chief cause as most of oui revenue 
comes frem the cotton districts But the increase of consumption is very smiiL 
We are still giving full effect to the policy laid down by the Minibter 

Sir li-ici Thompson Q — Docs not the policy of the Minister go further 
than the pobey you ]U5t enunciated’ 

A — ^The policy was altered in 1921 practically at the dictation of the 
local Lipisiative Council and the Government accepted a compromise proposed 
by the Council and the Minister 

Q — Vnd that is restriction of drink regardless of revenue considerations’ 

A — \e- 

The I’ltsidtnt Q — That is prohibition is the goal’ 

A — Hes and a-, the means towards it we were to use the oln n e^hods 
more intensively 

Dr liyder Q — Is the illicit distillation greater and greater a» sou force 
up the rates ’ ^ 

A— Yes ♦ 

Q — Ard you cannot control it’ 

A — I* IS impossible to control, there never was a complete cont-nl 

Tht Prftidtnt Q — You are aware I think of the statement which sve 
have sent regarding the illicit distillation ail over India It does show a 
laige advance in illicit distillation 

A —Hut I think that the actual figures for this province are not quite correct, 
ion have been extending yonr distillery areas’ 
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A.—Ycs. 

Q. Cim you liavo Ihc figures ivhicli ive have sent tested and corrected? 

A. — los; J will do iny Ijcst. 

Q' was thought a good many j'cars ago that it was pi'actically impossible; 
to introduce the distillery system into a very lai'ge area; but now you have 
got it introduced? 

Yes. 

Q.—li the staff adequate to control illicit distillation? 

A- take police assistance very freely. Tlie actual excise stiff is smal' 
and could not jiossibly tackle all the illicit distillation. But generally 
It !s very easy to control and in so far as there is apprehension of violence, 
tlio police are ready with their assistance. The peoifio are generally veiy 
jnild. 

Q . — Arc there no cases of violence? 

A , — Wc Jill VC cases of that sort undoubtedly, but not at all widespread; there 
has been some trouble in Khandcsb. 

(?• — Wo liavc heard in llio Punjab that 60 cases of illicit distillation 
were once found in one village. 

^J.— -Wo liave also some such cases here. They occur especiall 3 ' in our 
hilly districts during tlic festivals. But it does not indicate any general break- 
down of control. In one hill district in which 1 served,, the licit consumption 
went up very remarkably and at the same time wc were having a 'vei'y large 
number of illicit distillation cases. 


Q . — Have you sufficient staff to satisfy yourselves that no such thing now 
goes on during festival seasons? * 

A. — 1 am afraid that illicit distillation is a permanent feature of some of 
the hillj» districts ; and the methods of illicit distillation are so extraordi- 
narily easy that wo can never hope to stamp it out entirely. We treat illicit 
•distillation in these areas in a somewhat special way. We do not imprison 
a man for illicit distillation hut simply fine him. "SVe have never tried to 
take drastic action for putting it down in the hill districts. 

Q . — As long as ho can pay his fine out of the profits of the sale, he will 
continue to do so. 

A . — That would he so if it is done on business lines; but as a matter of 
fact tfie great majority of cases are done merely for domestic consumption. 

Q . — But don’t you find big distillery centres in jungle areas where the jungle 
tribes and others easily resort to illicit distillation? 


A. — No; I have not heard of any organised illicit distillation. 

< 3 . — In reply to Q. .63, j'ou say that ‘ In western countries alcohol is the only 
intoxicant which presents a serious social problem '. 

A. — That was my impression from what I know of England, 
ip. — ^You want to restrict the use of drugs to medicinal purposes. Is there 
any medicinal use for ffanja'i 

A . — ^Very little. ^ 

Q . — So you prohibit ganja? 

A. —I think that is the ideal. Ganja in this province is almost exclusively 
used as an intoxicant. 

Q . — ^Have you seen much intoxication from it? 
d.— No. 

(7.— Have you any evidence of any evil resulting from it? 

..d. — No. 


n , — ^Do you tliink there is anything in the suggestion that the stopping 
of these things will improve the physique of the jicople and increase their 
productive capacity, thus causing a large revenue from income-tax and otner 
■sources to .make up your loss in excise? , 



2i7 


4 Not loi the community as a whole I do not think tbil the problem 

-of intoxication is acute enough to this fcovince to liave noticeable effect on 
■the physique or earning capacity of the people 

Dt Paranipye (2— Have you particularly observed the tmll workers ic 
Nagpur * 

J — I believe they take a good deal of liquor 
Q (htu etficiency decreased by their drinking habits^ 

4— 'Vou can argue both uajs After a days hard uork the man is prob 
-ably better for a mild dose, while any excess might do much harm 

Would it not be much better if they spent this amount which they 
spend on hqoor, on food and other necessaries^ 

A —I think so But I think that wages are pretty high here and that 
-tley can drink in moderation and get their food and necessaries as well 

Dr Hj/der Q— Do these thiugs lead to crime m your province » 

A —I understand that there ate only a few cases where you can prove 
that crime is due to intoxicating liquor, because the number of people who 
-take liquor is so relatively nniTOpottant 

Dt Paranjpyt Q — Is it a fact that those classes of Indians who take to 
drinking are generaUy more susceptible to intoxication than those m Europe^ 

A "—That IS a very difficult question to answer I ran only sav, as t said 
4U my note, that they do drink very strong liquor and I understand that they 
drink with little idea of enjoying the dnok as a drink 

Dr BydiT Q — Just to stupefy themselves’ 

A —That is too strong , but it may be to gel a pleasant feeling 
Dr Paranipye Q — But don t you think that the labouring man here in 
India takes drink because be likes it’ 

A— Yes, he likes it But I am informed on good authciity that it comes 
“Under a somewhat different category In western countries they dnnk largely 
for the taste of the drink In India they dnnk primarily for soma effect upon 
rtbe brain 

Q — ts whiakv drunk for the taste’ 

A — In many case*! it is so I like the taste of whisky 
Q — ^Not for the exhilaration that it gives you’ 

A — No , not for the exhilaration 

Q — Is an Indian keen about the kind of drmk that be takes’ 

A — I have been told that ludians in some cases prefer the old ontstiB 
'liquor, which was very noxious but to them more palatable 

Q —Does not that allow that thev have a patticular taste for the piiticulat 
dnnk ’ 

A — Yes But I think they only like strong liquor 

Dr Hyder Q _I understand there was a committee appointed in the 
k-entral provinces and \ think one Deputy Commissioner or the Excise Com 
tDissioner placed four kinds of liquor before the people, who were Gonds and 
-others, and found that they prefer stroi^ liquor combined with pur though the 
emell may be very noxious 

A— Even an Indian cannot neglect the taste he must notice it, but 1 think 
their primary object m drinking is to get the physical effect 

The Presulent Q— \ou say that taxation on all forms of alcohol has. 

therefore, been raised to the highest point possible The taxation on dmes 
-* w been raised '‘ubstautially m the past hut is, in your opinion, suscep- 
xibje of a much greater increase if the duties in other provinces ars co-ordinated 
if measures are taken to curtail smuggling from the Central India States 
ito ^u think the taxation on drags is susceptible of increase’ Can you fell 
"TOs what IS the cost of an effective dose ot opiuni or ganja’’ 
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A. I should say of opium, that an effective dose is about one-eighth of a tola.. 
Q - — That is about a rupee, is it not? 

1 to Es. 3. It depends om 

tne amount ■which a man purchases. 

Q- Is it not Es. 75 or so a seer — I mean the issue rate ? 

the retail rates vary from one to three rupees so that one-eiuhth- 
will cost him from 2 to 6 annas. 

^Q . — Can the average man afford that? 

A . — I think the average man affords far more in the case of alcohol. . 

Q. Comparatively do you think that three annas worth of opium is a. 
cheaper intoxication than alcohol? 

A . — I should certainly think so. 

Q . — ^IVhat about ganja then? 

A . — ^It is cheaper still than opium. 

Ho you think a man can get full intoxication either with opium or ganja'i 
A. — Yes. That is the trouble. 


Q- — What do you think is the cost for a man to get drunk on alcohol? 

.d.-'— Well, it depends on tlie man who takes the drink and the quantity 
he requires. I think ordinarily for a man taking half a bottle it will cost" 
him in the open country from Ee. 1 to Ee. 1-8-0. 

Q - — I have heard it said twenty years ago that it cost about 14 annas- 
a bottle. 


A ~ — I do not know about twenty years ago, but I was a Deputy Commissioner 
in the year 1919 in Nagpur when the rate was 14 annas for a whole bottle- 
which now costs Es. 2. 


Q . — ^Would you raise the cost of an effective dose of opium or ganja to the- 
same scale as liquor? 

A . — I was thinking of making more I’evenue wlien I spoke of raising the- 
duty on intoxicating drugs. I was not referring to the question from the-- 
point of view that the majority of people consume to get "intoxicated. But 
the ordinary consumer who buys to get a stimulant from drugs without being 
intoxicated pays very much less. He need only buy a one-anna pill of opium. 
In that case you could raise the taxation without any serious hardship or break- 
down of control. 


Q. — One anna a pill will be 1/48 of a tola, is it not? It will be very small f 

A — Yes. 

Q. — ^You say that you cannot level up rates of duty on intoxicating liquor- 
You say that the application of a uniform rate, as in other countries, would 
be utterly impracticable ? 

J . — I think so, it is absolutely impossible. 

Q . — Do you think it is as impossible in Berar as in the plateau districts? 

A. — It is uniform in the open cotton tract because the conditions are similar. 
Then you get the Chanda district close by, which is largely inhabited by Gonds^ 
and where the retail prices go down to 4 or 5 annas a bottle. 

Q, — ^Was Chandr one oi the districts where you tried the maximum .price ? 

A. — ^Yes. 

Q . — Is it effective ? 

A. To some extent it is. We do not get very much illicit distillation. 

Q, — The object of maximum price is to prevent illicit distillation? 

A. Yes. We have maximum prices for large areas. 

Qan you enforce it considering the economic position ? 

If fjie duty rate is not so high as to be unsuitable to the licensee wc 

can control retail prices. 

you think the price and figure given by the shop-keeper as the- 
maximum return is f.iirly observed? 
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■1 — I think tlw* nnxunum rale is fairly well olservetl Thit is the m 
formation I base pot Ihc nnximum rale is after all artificial because there 
IS alttftjs dilution and short measnrc \Shetlier it is more ivorth svhile for the 
shop keeper to charge more than the mxximutn rate or to pour in more water one 
cannot say 

Q — ^Did jou at one time ha\c the fixed fee sjstcm instead of the auction 
system ’ 
d — ^Yes 

Q — What was the result ♦ 

-I — ^Tlie result was a tremendous loss of revenue 
Q — Tiow was il worled out^ 

I —I was not in the ilejiartmont at that time \s far as I renieml ci we- 
*imply calculated a fair nte on the previous three years consumption and pave 
the shop over to the old contractor sajiflR «e base fixed the license fee 
at this figure, wiU you take it which he m'anatly did The contractors made 
an enormous amonnt of profit^ with the result that the Government lost 
ireroenrtously 

Q — You confirmed the license in favour of the last years vendor, although 
some of them may not have I een vendors for previous years * 

t -A es 

it lead to much corruption ol the staff 
A —I think It d d It was not m foice for a tong time I think it was 
the Bombay Presidency win h tried this system first and we copied it But when 
we found that they were Using heavilv, we got wise from their experience 
It IS the Bengal system which is now so popular under which vou have a 
sliding scale according to the amount which the licensed vendors sell \8 the 
sales get laiger, the rate of fee is increased 

0 —This IS a passage from the order on the report of the United Provinces 
Excise Committee The forward path of Indian Excise administration is 
strewn with the wreckage of monopolies it is time that this (the auctionl 
system which is the last and most evil of all the monopolies should go Does 
your experience confirm thu statement* 

d —In bare theory the fixed fee system as the Indian Excise Committee 
said is very much to be preferred But "e find from practical experience 
in this province that in actual working no other system can compare with 
'he auction system 

V— You say that the repre'enlalive» of the B-varaj party have openlv ad 
vcicated illicit distillation Have you got any specific instances to quote in 
support of your statement* Have you cited these instances in your adminis 
tration reports’ 

A — 1 do not think we havj made a reference to these instances in our ad 
ninistration reports, but we h»ve had numerous casfa which came before the 
courts in which the accused pleaded that they hid been told by the Swarajists 
that private distillation was permitted I nave also seen the reports of the? 
speeches made by Swaiajists to the effect that, as mahita belongs to the people 
they have every right to get liquor from it free Thev have generally tried 
to bring the authority of Government into contempt This teaching has beeir 
widespread both in different parts of this province and also iii Bihai and 
Orissa Therefore it looked to me as it Uus was a deliberate part of their 
propaganda 

Dr Paranjpje Q — In the backward parts where the illicit distillation 
IS more rife do you think that the Swaraj parly has got any strong hold * 

A — Oh yes That is their stronghold Most of the people there are un 
educated The Swarajists have only to tell them as they did a’ one time 
that we employ sweepers and mahars in our distilleries that people who touch 
OUT liquor will be defiled as Government puts urine and excreta in the liquor, 
ind of course ignorant consurrers refuse to touch the liquor 

Q — ^You say that the friedom of trin'port at present given to imported 
liquors should be done away with and dutj should be assessed in the provinco 
of consumption What are the diSlcnltiea due to the freedom of transport 
of foreign liquor ’ 
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our country spirit. The imported German 
rum and Java lum is sold at a lower rate than country spirit. 

Q. Because your country spirit pays Rs. 20 duty jilus a heavy license duty! 

Moi'cover we have had trouble because of the vested interests of 
the loreign liquor shop licensebs whose fees were assessed at very low rates 
The ma.ymmn fee till lately was only Es. 1,200 a year. Any attempt to 
disturb their vested interests created tremendous opposition. In Berar I 
managed to get the Government to agree to give the foreign liquor licensees 

three years time, at the end of which their vested interests would disappear, 

\\ e have now completed the three years and we liave just auctioned the foreign 
liquol shops in Berar this year for the first time. The license fees have cone tip 

by 80 or 100 per cent. ^ ^ 


Q - — Is it likely to remove the trouble? 

A. — No, Sir. We arc weakening the strength of country spirit as a temperance 
measure. We have already gone down from oO to 65 u.jr. as the standard 
•d-ink for the whole of Berar. Now foreign liquor is 25 u.p. in the case of 
whisky or brandy and 30 u.p. in the case of gin. 

Q . — It is lower now? 

A . — It may he, the standard rate now in the case of whisky is 25 u.p. and ' 
30 u.p. for gin. In any case the foreign liquor competes with the country 
made spiiits because it is very much 'stionger. 


?7/c President, Q . — Is it not possible to close down all the shops^of foreign 
liquor ? 

A. — That is the reform I am now recommending. I want to close down as 
many foreign liquor shops as I can. ' 

Q . — ^About the difficulties of freedom of transport for the imported liquor, 
you don’t mean that to get a bottle of whisky, people should get a pass 
•from ymu ? 


4. —I am afraid that I have worked out my answers in this connection only 
in reply to the questions in the questionnaire. In my opinion in this province, 
it would be best to have a duty imposed by the Local Government on all 
foreign liquor consumed within its borders subject to the proviso already 
mentioned that this duty rate must not he less than the Customs tariff. 


Q . — ^You mean for imported liquor? 

A. — ^I'es. 

Q . — Have you got any foreign liquor shops in poor tracts and villages? 

A — No, we have no foreign liquor shops in poor tracts but only in the 
tov ns. 

Q . — Do you think it would simplify matters if it were made an imperial 
receipt ? i 

A . — Our difficulty would he still the competition between country spirit and 
foreign liquor. If the duty on foreign liquor is kept at say Es. 21-14-0, it is 
impossible to raise the country spirit duty beyond -Es. 20. One solution wiP 
he for us to prohibit the sale of imported liquor. _The Excise Commissioner 
lias got power to prohibit a man selling imported foreign liquor. 

Q . — Is not that policy of restricting foreign liquor sales pursued generally 
.-all over India ? 

A . — I think it is. Licences are decreasing very rapidly. 

Q. If you want further check, you can raise the minimum quantity to be 

■removed ? 


A. Yes but still the temptation for foreign liquor is so great that I think 

it would probably compete with the country spirit My own qu.irre] with 
foreign liquor is that it is getting in the way of our present policy with 
regard to country spirit. The consumption is going up very rapialy. Even 
iii^spite of auctioning the licenses it is going up. The contractor with a high 
license fee has got a stronger inducement to push up sales. 


Q- 


-You say lhang is a mild intoxicant. Is it not fairly strong? 


\ 
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A —As I understand it, it is mild But I 1«« not know much about it^ 

So far as I knot\ it is only taken by men of good position amongst Indians^ 
m \ed with milk and taken as a sort of cooling oraught during hot weather^ 

It IS very unimportant in this province 

Q — ^What about the Ahmednagar ganja^ 

A — It IS much stionger than onrs 

Q — It comes m ithm the limit of possession Have you reduced your 
1 nut of possession’ 

A — ^Yes We ha\e reduced it to one tola 
Q — ^You can practically prohibit it’ 

A — I am trying to prombit its import in certain border area 

Q — Then again jou saa tl at if th** Central Government were to arbitrate 
in difficulties of this kind, a settlement of them might well be found which is 
la’dla at present attainable What do jou ^ay about the Government monopoly 
evil opium’ What would you say to the Central Government retaining a 
complete monopoly m the case of opium, t e , making up pills at the factorj and 
'p ling them through an ofiicial vendor or at the dispensaries etc ’ 

1 — I think here again we come up against the trouble of cont'ol 

At present you may have smuggled opinin mived with licit opium 
Instead of that if a venlor receives Httles of tabloids and proceeds to sell 
these bottles at fixed rates, would it not be better’ 

A — I think there must be *ome trouble even then At least m this province 
I cannot imagine a vendor who would not make an illicit profit even out of this 
arrangement 

Q»-What do you think of the Burma plan of selling through official 
vendors ’ 

A — But our difficulty is that we cannot have sufficient number of men— 1 
mean a good class of people It is an ideal not a practical scheme 

The Preurfcnt Q —Are not the hands of ue Government of India hkelj 
to be forced by the Opium Convention’ 

A — They v ill never touch opium in Ind a 
Q have got it in Burma and m Assam’ 

A —In Burma thej have a religious feeling against opium, just as we have 
n India against liquor The prohibition of opium for the Bmmau is justified,- 
I understand, on leligious grounds 
Q — I do not think so 
A — ^1 have read that in an opium report 

Q — The sole justification is that the Barmans by race are so liable to succumb 
♦o the effect of these thints 

A —I see from a report here that Sir Alexander Mackenzie stated that 
religion in Buima specifically denounced the use of opium and its use was 
regarded as a heinous offence Hence there was justification for special action 
prohibiting its use 

Q — That was in 1897 or thereabouts, about 30 years ago So far as religion 
is corcerned, the smuggling went on increasing ^ 

A — Still it does seem to show that the opium problem here is not in any 
case comparable to the Burma case 

Q — ^Was it not because consumers did not buy for medicinal use that sales 
were restricted to official vendors’ 

A — am not clear as to whether the scheme for opium tabloids is regarded 
merely as an administrative measure, or as a part of a polipy of jestnction- 
for the consumer I am not clear from which point of view to look at it, 
as a matter of organization for the Department or justification for great restriction 
as a matter of restriction for the censqmer I do not think there is muchu 
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a°^good^pIan^ consumer : departmentally the system of tabloids 

, the first place, there is a greats deal of waste in evei’v individual 

shopkeeper making up doses. Secondly, a lot of fraud is practised in adulterat- 
ing tile cake and using it as a cloak for illicit practices. 

infoi’mation is that they do not adulterate the cake. There is a 
.great deal of fraud in the matter of short weight. 

Q- You are going to charge a man as much as a rupee for 1/8 of a tola? 

^l.~No. Two to SIX annas for one-eighth of a tola and this would give 
full intoxication. But I think that, from the departmental point of view, if 
we couid get tabloids, it will be an excellent' thing. 

Q - — You dp not like the idea of the official vendor ? 

more than the idea of the fixed fee system. It seems to me that 
.you have got to get a class of men who is not going to make a huge profit 
■at the expense of Government. 

Q ,, — If the stuff is simply sent fi'om Ghazipur to be sold at a fixed price? 

A. — The vendor would get something extra for certain. 

Q . — Even if you sold them "at hospitals ? 

A. — am thinking of the ordinary vendors. 

Q . — Suppose Government wanted to I’estrict opium to medicinal use and sent 
it in bottles as pills to ho-spitals and the hospitals were to issue them at fixed . 
hours ? 

4. — That will need an enormous multiplication of hospitals. In the Betul 
■district, we have only one headquarters hospital and we have one at most in 
jeach talisil. 

Q. — How many opium shops have you? ' 

— Twenty-five. But in the Betul district there is very little opium consump- 

iion. 

— In Bilaspur you have a large number? 

.q. — On that side we get smuggling towards Calcutta. I should think it 
would be very diflicult to issue opium satisfactorily through dispensaries. 

Dr. Paranj'pye. — They are selling quinine through Post Offices. 

• The President. ■ Q. — You want to spread- the quinine, you don’t want to 
spread opium. 

A. — I want to make it available. 

Q.~Do you think there is any possibility of standardizing yan/a by the issue 
■of caked gunja. ' 

A. — Caked gang a was tried : but people would not take to it and it 
was given up. That was many years ago, long before I had anything to 
do with the Department. ' 

Cl . — They are still making these in Madras. 

A. They never took to., them here. I find that in one year out of 1,000 

maunds consumed, only ^ maunds went 'out in the form of cakes. 

Q. ^You never tried to 'get a manufacturing chemist on to it? 

A . — I have no knowledge of it. 

Q. You still destroy ganja after two years ? 

.^.—■We only dcslnv it when it is declared unfit for consumption. We very 
uarely destroy. ^ 

, ^.-—Does it not lose its intoxicating effect? 

4 —The number of cases destroyed is very small here. 
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<?— If your stuff is pretty old, uont that account for the preference for the 
JJombav ganja^ 

A —It IS not old every where , we renew the supply continually 
Q — The old s^uff is first sold 

A — 'ics But the stock will not last tor more than a few months In view 
of the encroachment of Comhav gttnia, we base had to grow a special brand 
•of our own and issue it at the border shops 

^^—■ioii still haae trouble about wastage and cleaning’ 

I — ^\e3, m the godown 

Q — Docs not that go on in the warehonses and shops also’ 

A — ^\Ve sell it m sealed bags and hand it over to the contractors in sealed 
hags 

Q — As a Government monopoly’ 

•l-\es ^ 

Q — Do you finance the cultivator’ 

/i — lies, we enter mto coiitiacts with him 
Q — lou ha\e got rid of the middlemen’ 

A — \es 

Q — ^The smuggling of o^num is a very serious matter Does it not hurt yout 

/I —The smuggling of opium on a lirgo scale docs not Imrt us at all 1 ccaa«e 
it IS a through tratfie Brices here are not high enough to attract the expert 
smuggler « 

C— ITaic you any record of the operitions of a Burma Poire ofTicer who 
was deputed m 1911 to coordinate preaentixe measures against opium smuggling’ 
ii —I saw those I specs m connection with a report I made on opium amnggl 
ing m the prosmees 

Q should sou let us base a copy of that report’ 
t — \es 

What was the mult of sour cn<\uit»es’ 

I —rim fall ^in consumption ssas found to Ic almost entirely duo to tho 
increase m price 

\ou search trams on the frontier’ 

1 —No wo arc rather weak in that respect The Ftciso staff has no 
excliisiso railway charges They base ternlomX charges onlx \\c have no 
railwav I seise staff 


(J — Don I you need one’ 

A — \\c do not 1 urged Gosernment to put the opium smuggling operations 
111 clnrgj of the Railwi\ Police liiVtlies demurred to making them trimanly 
rc'poiiiil le, though 1 bought U was the tight thing to do 

(> — lime not most provinces got their own railway staff* 

— I have not heard of it, we base not got it m tlua province 

<»— Would ymi nihocate the emp’oiment of an officer to fulfil the same 
fui cti ns as tic Burma officer fulfilled* 

I — lie merelv wrote a reuort as far as I recollect 

C The orii;itnl intei tmn was that he should co-ordinMe the diitjcs of all 
the Wal Fxcise C I D Bureaus 

1 —It was on hii I Hunk, that see started an Fseii^. Bureau 

No Bitcsii esistel Wfor^ ‘H* j not know if le was meant to !>« a 
t'crnisntnt pvt of the avstem 

Q~\ Fjo,. .lAlI ™n l„v, 1„ 1, ,u.,l Iv II, 0„T 

ernment oi Iniia’ 
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:4.~0ur Local Government -would not be directly interested. Tie police- 
objected to helping m regard to opium smuggling, because they said it wa» 
not directly a matter of provincial concern. But that view was not accepted' 
by the Bocal Government and was rightly rejected. 

Q.~You don’t Icnow how far cultivation still goes on in Central India? 

I have no information at all beyond the reports -we see in the Excise- 
Bureau gazettes. 

Q. — They are restricting very largely, aren’t they? 

A.~—I imagine it is all under some sort of nominal control, but in actual/ 
operation, the control is not very eifective. 

Q . — ^Would you like to see ft all stopped ? 

A . — Of course. We have a lot of border smuggling which I am fighting- 
to stop. We cannot open any opium or ganja shops on the , Central India 
border, because nobody will ever come to them. They get their opium from 
the States. 

/?r. Iiydtr. Q. — Can’t you come to aii agreement with the Indian States T 

A . — r suggested that we should follow tlie example of the United Provinces-- 
who prohibited the import of drugs altogether from the Central India States,, 
and I got a very indignant reply that this was a reflection on their attempt^ 
to co-operate. Sfy proposal was rejected by the Local Government; but I am 
going to press for it again. 

The President. Q . — Can you absolutely prohibit import; are not your- 
powers limited ? 

A. — ^\\^e can prohibit import if it has not paid the duty assessed on opium 
in this province and ive have pi'ohibited import in the case of liquor. One- 
tola is the maximum limit of possession in the C. P. . 

Q . — ^Why do you vary the rates for opium in different districts? 

A. — This -was only a temporary arrangement. We have our auctions in-. 
N’o^ ember and the Government of India’s orders regarding an enhancementr- 
of the cost price of opium were received in 1322 after onr auctions had taken 
place in 7 districts. In these 7 districts no change was possible. But iu' 
others the issue price was raised. We have now got absolutely uniform rates. 

— ^You say Government are going to answer the questions about stamps. 

A.— Yes. 

Q . — As Superintendent you have nothing to do with that? 

have only to do with the administrative side. The inspection of” 
the vendors’ work is done by the Excise staff. 

Q . — -You appoint veadois ? 

A.— The vendors are appointed by the Deputy Commissioner in the case oU 
court-fee stamps and by the Collector or Sub -Divisional Officer in the case of 
general stamps. 

Q . — What commission do they get? 

A. — I do not know. 

Sir Percy Thomfson. Q.—Do you recognize a stamp which has been bought- 
in any other province? ^ 

^.—Yes. We only do a .very small amount of embossing on cheque.^; such’ 
embossing as is done is done in my office. 

— Is not that unfair? 

A. — Yes, we lose revenue on that. 

Q, — The stamps are bought in the province where the \ headquarters of the- 
Bank is situated? • , 

^.—Yes. 


/ 
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g 5o Bombay and Calcutta get the receipts from the Central Provinces and 

the United Provinces^ 

X ^We get a mere fraction of the stamp doty on cheques 
Q — And you acquiesce in that position’ 

A — ^Wc have acquiesced so far 

g As long as it was Imperial receipt, it did not matter but when 

the duty on cheques Has definitely been handed over to the piovmce, your 
receipts cannot approach to anything like the receipts of a province like Bombay 
or Pengal’ 

A — That IS so 

r/te Preudeni Q — Does not the same thing happen m regard to bonds, 
agreements and so forth’ If a company operating here is managed m Bombay, 
do you get the duty’ 

A — The Courts receise duly stamped bonds, they do no' mind 'ahere the 
duty IS paid, so long as the documents are adequately stamped 

Dt Paranjpye Q — ^According to the law of the province’ 

A — Aes 

Q — If the rates were different in different provinces’ 

A —They will then no doubt object 

Jhe Pretidtnt They will make them add the additional duty’ 

4— Yea 

Sir Percy Thompson Q — You have some provision for that in your Act’ 

A — Yes 

The Preaident Q — Tou do not allow a vendor to give a commission’ Ho 
mast sell for Itie full price, is not that a condition with you’ 

A —He gets his percentage from Government and must sell for the full price 
<? —You appoint a salaried man ’ 

A — The feeling in this province is against official vendors, and so we have- 
done all we could to get non official Vendors 

<2—1 do not mean by ‘salaried man’, that you allow a tahsildar to sell 
stamps \ ou appoint a man, say, on Its ^ or Bs flO and say that is ,enougli| 
for him 

A —We have never done that 

Q — ^Don t you think some make very big commission ’ 

A — Perhaps some t’o, but I do not think that the profits from the bus ness 
are very largo as a rule 


Q— It is only in places where there are High Courts that they make large- 
profits ’ What IS your system for stamping certified copies ’ 


A —The system was changed 3 or 4 years ago Instead of having impressed 
stamps, they buy court fee stamps and affix them on plain paper 

Q — -You did have the impressed stamps, but abolished them 
A — ^Yes 
Why’ 

A — I don’t know why it was done 
Q — Have you to buy the stamps for the copies’ 


A I think one has to produce his own paper and to pay the fees in court- 
fee stamps, m addition to the charge for copying 
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<2- — ^Don't you find you are losing money on this system? 

A . — I do not know if it has ever been worked out. 

' Paranj'pye. Q. — ^Are the copyists regular Government servants? 

A.— It depends on the pressure of work; they have what they call Section- 
writers. 

Q . — They are paid monthly? 

A. — Tes. 

Q . — It is possible that the stamps collected may not cover the cost of the 
service ? 

A. — I do not think it has been worked out; I have no information. 

Q - — ^As regards salt, you said you would make some enquiries for us. The 
position, as we understand it, is that in Jubb'ulpore you get salt from Sambhar 
and in Nagpur you get it from Bombay. Could you kindly let us have the 
class of salt on sale in the bazar in Jubbulpore, Raipur, and Nagpur, what the 
rate per seer is and whether it is sold by weight or measure. Here we get 
the competition from three different sources. We want to know on what 
terms they compete and whether there is a large addition on account of the 
middleman’s profit. 

A. — I will find oat. I only know that at one time there was great diffi- 
culty over transport on account of shortage of wagons and they had to get 
passes for salt in the Betul district; the salt came from Sambhar. 

The President. Q . — You have a tree-tax working? 

A. — ^Yes. 

Q. — ^Is it working all right? 

A. — ^Excellently. 

Q, — ^You number all the trees ? 

A. — ^Yes. 

Q . — ^Your rate is Rs. 3? 

A. — ^It is now Es. 4 in the' Central Provinces and Rs. 5 in Berar. 

•Q. — ^What does the malguzar charge? 

A. — It depends on the tree. I have heard of cases in which the malguzar 
-charges Rs. 4 a tree. 

Q. — ^You have no control over them? 

A. — ^None whatever. I am having some difficulty even with Government- 
■trees, because the Land Revenue Department have started charging Re. 1 as 
tree-tax and the Forest Department, 3. On the Madras principle, we ought 
to have a limit for the ordinary use of the tree and not let other Departments 
-encroach on our excise revenue. Our trees are not gotid trees, we cannot get 
very high assessments for them and it is absurd that there should be twd 
Departments competing for the tree-tax. 

Q . — It is not only small private owners who are putting up the rates. Can 
you tell us, whether when the malguzar charges Rs. 4 a tree, it is taken into 
.account in his rent? 

A. — ^His siwai or miscellaneous income will include these. It will be very 
difficult to prove that he has included them and the actual proportion of the 
assessment will be very low. 

Q. — So that your bree-tax is a free gift to the malguzar? 

A. ^It is not a free gift, because Government will take it into considera- 

tion in assessment. But it will not be a heavy charge. Our excise revenue 
IS greater than the land revenue in several districts. In Nagpur wo get much 
more out of excise than from land revenue. 

Q . — In spite of yonr strong temperance policy? 

A —Because of our strong temperance policy- 
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3^han WALI MUHAMMID Sahib, B A , Commissioner of 
Income-tax, Central Brovmces and Berar, was next 
examined. 


Written metnorandJtn at Khan Walt Muhammad Sahib 

Q 33 — Income ta"? being a direct tax is always resented by the public This 
IS the case even now and it will be more so when the rates are raised In 
the event of a substitute being however required for other taxation that is 
abolished it will become absolutely necessary to increase the revenue 
t“iis head Rise in rales of income tax would bring in more revenue It would 
be a sound policy to increase these rales m the case of those persons only who 
would bo benefited by the abobtion of a particular tax But since income 
from all sources is now tahen into considerat on at the time of taxation it would 
not be possible viithout lot of enqwries to distinguish income derived from one 
source from that derived from another source and to levy tax at a higher rate 
in one than m the other and it would also be of doubtful expediency I am 
tierefore of opinion that if it becnmes necessaiy to raise more revenue from 
tins head all incomes should be taxed at equal rates irrespective of the sources 
from which they are derived 

The raising of rates of income tax would depend upon the amount of extra 
revenue required My impression is that inasmuch as the income tax rates are 
not fixed bv the Income tax Act itself but are dependent upon the rstex given in 
the Finance Ac of the Government of India these rates are fixed with reference 
to the requirements of a par itular year If therefore one could have an idea 
•of the increase in revenue desired on© could propose higher rates of taxation 
in the light of that information As the question is very general I cannot help 
d«aling with U as such 

It may be observed at the outset that fluctuations in the revenue from this head 
(and sometimes marked fluctuations) most alwavs be expected as the tax i« 
dependent upon trade conditions of the year Owing to the high profits during 
the War time the revenue from income tax has shown some good results , but 
as the war boom days are gradually disappearing and the country is returning 
to its normal conditions, the figures of revenue which have been arrived at 
during the last three years cannot be expected Revenue has already begun 
to show a downward tendency not only »n this but also in some other prov-nces 
of India Hence though an incretse m the rates of income tax be suggested at 
present it would be alwajs liable to modifications later on according to the 
reqairenients o! ths 

tVhen income tax has to be increased as a substitute for some other tax, it 
means that a substantial increase m the tax is desired It is very much doubter, 
if such an increase can bb expected m a provxnce like this without substantally 
uicreasing Ihe rates of taxation and without lowering the mm mum taxable limit 
and bringing m to be taxed some other incomes exempt up till now I have 
already observed above that it is not povs ble to distinguish between classes of 
income that should be brought to bear this additional burden In fact all in 
comes that are not taxed at oil should be taxed to income tax For reasons 
given m replies to other questions I beg to think that to raise more revenue 
from this liead it would be worth while to reduce the bmit of taxable ncome 
-to Rs 1 000 and to include the inoorae from proprietary profits m the category 
rf taxable incomes and to enhance the rates of taxation applicable to the diCcrert 
grades of income and thus raise more funds Attached is a statement •howing 
the total incomes according vo the fimites of 1923 24, the income tax derived 
from them at the rates proposed and Ihe increase m the revenue expected This 
rise in rates would give about 36 6 per ctol more as income tax The figures of 
1025-24 were much inflated for vanoits reasons OrdinarJy the revenue from 
income-tax should be pul at 35 lakba and increase at 36 6 per cent would brmu m 
about 12 75 lakhs more ® 

"^ere are not many saner tax assessees in this provnnee The greater portion 
of this tax is paid by only five assessees and their incomes too flnetoate mvdi 
1)01 in other provinces increase in lower rales would give substantial results 

b 2 
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I am nob in possession of facts and figures to estimate the increase in revenue- 
■ by taxing proiirietary pi'ofits. But I expect a substantial increase on this 
account. 

Q. SJf . — The graduation scheme seems based on the principle that a man who 
has superabundance of wealth sliould relatively speaking .give to the State a 
little inore out of his earnings than his less fortunate brother. It seems to exclude 
the rich frpm getting the advantage of favourable or lov; rates of taxation meant 
for those wlio are not well off. Strictly speaking this principle would imply that 
the greater the number of gradu^ition the more equitably distributed would the 
burden be to the tax-payer. It would be very difficult to work this theory in 
practice. For practical purposes, therefore, the present scheme of graduation 
seems satisfactory and I do not think it necessary to base it on English Or Con- 
tinental practice. 

Q. So . — It stands to reason that a man who earns his ineome with the sweat 
of his brow should nob be taxed to the same extent as his brother who has 
wealth at his command and earns income without personal exertion. It is there- 
fore that the question of differentiation between earned and unearned incomes for 
the pmposes of income-tax lias been discussed in many treatises on the subject. 
It is assumed that with the progress of time a more refined method of discrimma- 
tion will be attained and the classes of incomes, to discriminate one from the 
other, will be more numerous than at present. The question is whether time to 
make this differentiation is come in India. Though income-tax in India has been 
existing from 1860 with some breaks, it assumed a more definite shape in 1886 
' and is now worked on sound principles from 1918. It may thus be argued that 
it is yet too early to make this differentiation. But for the ‘growth and progress 
)f industry in India which seems most necessary, such a step seems desirable. 

,l am, therefore, of opinion that stops should be taken to differentiate between 
earned and unearned or lazy incomes. In making such a differentiation, condi- 
tions obtaining in India wnn have to be specially looked into. Steps will also 
have to be taken that this principle does not degenerate into any abuse. 

Q. SG . — I do not think it is practicable, ivithout proceedings of a very 
inquisitorial nature, to make allowance for the number of persons supported out 
of the particular incomes in India. It is within the knowledge of everybody 
that in India a man who may belong to the Hindu or Muliammadan persuasion 
has got more dependants than perhaps in other countries in the world. It seems 
a well-established custom among the old residents of India to support not only 
their family members but also other and distant relations. It is sometimes 
observed that with the increase of income demands of dependants and relations 
increase. Some of these relations or dependants are such that a man would not , 
lilre to mention because of their being looked donm upon owing to social customs 
and manners. I am therefore of opinion that it %vould be better to nominate the- 
taxable minimum than to make allowance for persons supported out of a particular 
income- 

Q. 37 . — ^No answer. 

Q. 38 . — In answering this question I beg to first observe that to me it seems 
that the definition of the phrase “ agricultural income ” under section 2 (1) of 
the Indian Income-tax Act, 1922, requires a little modification according to my 
ideas. From this phrase I understand the income which is _ derived by actual 
cultivation or tilling of the land. It should therefore be distinguished from the- 
income of a proprietor. If the principle, of one income being not taxed t-wice- 
over, were to be applied in this case too, I am of opinion that the income- 
derived from actually cultivating the land should not be taxed because the 
agriculturist or rather I should say the cultivator of the land pays a certain 
portion of his income to the State as rentj but I do not understand as to how 
rent which comes into the hands of a proprietor and a part of which -he keeps 
liimself and the other part he pays to the State, can be called the ineome from 
agriculture. In the Central Provinces these rents are collected by the proprietors 
from their tenants (actual cultivators of the land). Malguzars, according to the- 
terms of the settlement, keep a certain portion of them for themselves (it is 
generally 50 per cent) and pay the remainder to .the Government as revenue. 
The remaining portion of rents does come to them as their income not derived ’ 
from agriculture but derived from their being malguzars, i.e., having invested 
some money in the villages. I do not see why for purposes- of income-tax this- 
investment should be distinguished from other investments the incomes of which 
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taxable If a man imests in house property, non income tax free Govern 
Tnent securities, shares of companies, etc , and makes income on that, his »ncome 
IS taxed If the same money comes to be invested in villages its income is not 
taxed I do not know how this is considered equitable It seems presumed that 
the rent which the tenants pay and the amai incomes which the malguzar makes 
un his Milage, arc his incomes and out of these the malguzar pays 50 per cent 
to Government and therefore the assets of a village are already taxed and no 
uncome tax should be levied on the assets left in the hands of the malguzar To 
mo this seems a wrong argument The rents collected by the malguzai or other 
ejwni incomes derived from the village are the property of the State and the 
malguzar is not in the least entitled to them On account of his having invested 
in the village he is left a certain portion of this by way of drawback or commission 
on the collections This commission or drawback should be as much liable to 
income tax as other income of similar nature I am therefore of opinion that 
the income derived by actually cultivating the land should not be taxed to 
income tax as a portion of it is already taken m the shape of rent by the State 
hut the income of a malguzar or landlord derived from his village called 
‘ Proprietor’s profits ”, should be taxed In taxing the landlord I would not 
distinguish between the absent landlord or the money lender who becomes tne 
owner through foreclosure or mortgage, Und others I have not been able to get 
the information to say as to what portion of the land owners actually farm their 
lands nor does this information become necessaiy m the face of the reply gi.en 
by me. t 

Q 39 — ^For want of necessary information before me I am unable to answer 
this question, but to me it seems that a substantial increase m revenue on this 
account should be expected 

Q 40 — I do not understand how a payer of land revenue can be compared 
with the payer of income tar To me it seems that the two persons are quite 
different m their responsibilities to contribute to the State The former is liable 
to pay the revenue to the State for the use of the land, irrespective of the 
amount realised by him as rents, whereas the latter contributes to the State only 
on his ability to pay the tax Hence in the Utter case only, the question of 
exemption arises In 1919 when the exemption limit was raised from Bs 1 000 
to Bs 2 000, the chief arguments in its favour were the high prices and high 
cost of living These conditions do not seem to obtain now to the same extent, 
and I think that if more revenue i* wanted there would be no harm if the 
exemption limit is reduced to Es 1,000 

Q 41 — It IS to be regretted that the growth of the accountancy profession 
since the passing 0 ! the Indian Companies Act, 1913, has not been much perceptible 
in this province It seems due more or less to the number of companies in the 
ptovvwtft Ww? vexy a.v/1 also ta fact ai Vb% %x\s,tvTig aorapanves 

in the province many have Iheir headquarters m Bombay where their accounts 
are audited by certified auditors There are only two certified auditors who audit 
some of the accounts of small companies ard individuals in the province Even 
of these two one lives in Bombay and comes only when he is specially called 
by any company He has not been seen so far to audit the accounts of indi 
viduals Only one auditor stays in the province and is seen to be going about 
auditing certain private accounts In some cases the audit by this gentleman has 
not been found very satisfactory from the income tax point of view Since the 
companies have, under the law, to present their audited balance sheet to the 
public the reproach m question cannot be said to apply to them at all But 
small companies or individuals who are not, nnder the law required to publish 
their audited accounts have not been touched by the growth of the accountancy 
profession in question As has been observed in the annual reports many 
means are detected as having been devised to evade taxation It is true that by 
the introduction of a centralised and more efficient system of income tax control, 
the'reproach has to a great extent been removed in some cases due to the fear 
of the assessees being penalised on concealed incomes and m some cases to the 
checking of accounts in the income tax office But yet I regret to observe that 
the reprdsch is not fully removed nor does it appear to me to be capable of 
beinq fulij removed, for so long as human nature remains what it is, people 
would devise means of evading taxation on their incomes if they can help it and 
no sjstcm of control can check this completely because of the limited time 
firing which these accounts, written for the whole year, have to be checked 
Tiia reproach has, however, been removed to a vcrj great extent 
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' p‘ -i: • sccrns (o ntc that it is yet too early to prescrifao any standard forni 
of Kocpuig accounts to bo naaintained by Ibo tax-payors generally, or by any class 
of liiom in India. Income-tax lias licen existing in I'<dia for only a few decades, 
whereas in I'.ngitinfi niut I' ranee it has been in force for over a century. Besides 
this, specially in this Province, many of the tnx-payfr.s are iililcralo, and to tJicso 
havinc income’' Mich a procedure would mean oddilional c.xpendilurc and 

trouble. It is difficult to find t.ax-p.ayers of a paiticular class having incomes 
only over certain nniouuts. All classes of tax-paycis have incomes ranging from 
the Knvert ta.xabie limit to that liable to the higli-jst rate of taxation. Besides 
this, even the present sy.stem of ^nahajani accounts soem.s to me to bo a suitalde 
one. provided the .accounts are correctly kept in that sv-dem. I think the time 
has not yet come to order tiie accounts to be kept in any I'articular standardised 
term. \\ hat I ivniild \i_i'-<h is that to avoid duplication of accounts it would 
bo better if in tlio Civil Courts only those books arc admitted into evidence 
svliicb, in tlie c.a.so of income-tax I’.ayer.s, have been produced before the Income- 
tax Ollicer.-i and examined by them. To this end it would perhaps he necessary 
for the Jneome-tax Oflicer to put his se.al over certain pages of the book produced 
before liini. 

Q, .{.T. — 1 consider tiiat the publication of particular? of incomes taxed in the 
nowspn})er.s and employment of non-official n.s.sc.«sor.s or commissioners in assess- 
ment cases would to a great extent act as a check and tend to reduce fraucks 
upon income-l.'jx in India : but there would he a great volume of opposition to 
these step? being taken. Kven at present some of the lax-payors seem to think 
that their necounts which should fie of a very strictly confidential nature, should 
not be called to bo examined by Income-tax Officers. An Indian income-tax 
payer, .sjiecially of the trading class, all.aches a very gre.it importance to bis 
what be calls "credit’'. Even though bo be incurring losses or making very 
nominal income be would like to pose itiat he makes very hig amounts of income. 

It is on his credit in the harr.r that he .is able to raise capita] for his bu-sincss. 

If bis ncconnls o'-c given publicity and the real state of his business known, it would 
he difficult for him to maintain his credit in the market. It is on this ground 
that, though the .system of making the return has been in existence in India 
for the last six years, many a tax-payer has evaded making the return or evaded 
producing tlio bcxiks of accounts before the Income-tax Officers. The provisions 
of section SI of the Indian Income-tax Act do not seem to remove their doubts 
in the matter. The objections against Advisory Boards summarised by Sir 
William Sfoycr in his Council speech, dated tho W'th Itfarch 1918, still hold 'good. 
With the lapse of time and change of ideas of tho tax-payers as regards their 
state of business, such an innovation is possible. Without it, it is rather difficult 
to think of steps that could be taken to bring public opinion to bear. 

(?• a- — It docs not appear to mo to be necessary that any steps should be 
taken to discourage the issue of tho tax-free securities because of the giv.aid' 
that the effective rate of interest is higher to the rich holder whose rate of income- 
tax is higher than to tho poor man whose rate of income-tax is low : because the- 
rates of taxation are fixed according to the capacity of the man to pay a certain, 
portion of his income to the State. So on iliis principle it naturally follows that 
the effective rate of interest would be liigher in the case of the rich man. There 
IS, however, one other argument which is put forth against the tax-free securities. 

It is that the public consider that though these securities are called tax-free, 
the income derived from them is taxed indirectly inasmuch as it is taken for the 
purposes of rate. This appears to bo a very strong argument in favour of 
discouraging the issue of tax-free securities and on this ground I consider it 
necessary to take steps to discourage /his. 

have not sufficient material to consider this question. 

Q, — ^In this province there has been only one case of double taxation and 
very few cases of taxation on income derived from outside India. We have 
therefore not much to do ivith the provisions of the existing law on the subject 
and no difficulty in the matter has been experienced.- We seem to be satisfied’ 
with the present provisions of the law on the subject. 

^7.— One of the chief grievances of the tax-payers in India against the- 
system of assessment has been that the State never took into consideration the 
losses which they sustained in a particular year, but always taxed their income 
which they made in its folloiving or the preceding year. The system of taxing- 
three years’ average income would therefore be very much welcome by the tax- 
payers. It will have a more equalising effect on the revenue to the State alsoj- 
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lint it wonld efiect the State roTCnne to a very great extent aiid to have an 
average revenue, the rates oi tavation will have to he increased The three- 
years’ average system •will also tell heavily oo the tax payer during the years of 
the decrease oi his income xvhen ho can least v?cU afiotd to pay tax on it. 
Objections of this kind seem to have been taken in England also to this kind 
of assessment- but it had been continued on the sanction of time If it is intro 
doced m India I think it will be liked by the tax payers To arrive at average 
of three years’ revenue the rates of taxation will have to bo raised People 
whose incomes are of fluctuating nature would not tnind this This would bow 
ever tell upon people with lixcd incomes, such as salaried assessees, etc But 
this cannot be helped 

Q ICC — accept the reasoning that income tax should be levied at •uniloTm * 
rates and should therefore be centrally administered Besides its being preventive 
against the transfer of business from place to place it gives special facilities to 
the Central Government for a very efficient control over the administration of 
the Act m all the provinces It may be argued that if all the Provincial Gov 
ernroenls were to be advised to have nnifonn rates it would be possible to have- 
it locally administered To me it seems that local influences over the stafi would 
then have a very great influence and it would be very difficult to say if it could 
be properly controlled Moreover the administration of the Income tax Act has 
become a little complicated aflair and requires greater attention from its admmis 
trators than in the past I think it practicable to make a division of the proceeds 
of income tax between the Central '•nd the Provincial Governments Up till now 
the rule has been to give the Provincial Government a share at 3 pies per rupee 
on the assessed income in exce«s of the assessed income of the year 1920 21 It 
worked well, but it seems that when m a particular year, the assessed income 
does not e'rceed the figures of 1920 21 the Local Government would be getting 
no share in the#income tax realised m the Province though owing to the rise 
m the rates of taxation the revenue under this head may be more than in 
1920 21 If the figures of 192021 are for any special reasons to be strictly 
followed, I ivould recommend that instead of the assessed income the figures 
of actual revenue of 1920 21 should be taken as the standard and the Provincial 
Governments should be given a share in the excess of the revenue raised under 
this head The proport on can be ascertained m consultation with the Local 
Governments 

Q 167 —I regret I do not know the conditions of administration that ohtaioed in 
the United States of America when the observation in question was made but 
it appears to me that the same could be said of tbe Central Prcrvinccs and perhaps 
the whole of India It is not only that tbe central administration of income 
tax results in uniformity in rules, proc^dore and methods of assessments (which 
m themselves are a great advantage) but for the discretion of the Income tax 
Officer (specially the subordinate officers) to be exercised in an unfettered manner 
it is most necessary that they should be beyond the influence of the persons 
whom they have to tax Such cannot bo the case if the department is not 
centrallv administered. 

Q 171 — I beg to refer to my answer given above, t e , to question No 167 
In the Central Provinces, administration of income tax was never earned out by 
authorities subordinate to popula” bodies and no experience m the matter has 
been gained But from the few instances that happened in the province I am 
of opinion that it is desirable that the administration of income tax should be 
independent of the electorate 
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Khan Wall Muhammad Sahib gave cral evidence as fo lows — 


The. Prendint Q — You are the Income tax Commissioner’ 

A — les 

Q — ^Hovr long have you held that office ’ 

A —This tune I have held it for ten months and I -was also holding that 
post last year for two months 

Q— Do you belong to the Central Provinces’ 

4 —Yes I have been in the Central Provinces all my life 
Sit Percy Thompton Q — In answer to Q S3 you say in the first paragraph 
of your answer ‘ I am therefore of opinion that if it becomes necessary to raise 
more revenue from this head, all incomes should he taxed at equal rates irres 
pective of the sources from which they are derived Has it anywhere been 
suggested that different kinds of income should be taxed at different rates except 
with regard to earned and unearned incomes’ 1 don’t quite see the point there 
d — ^What I meant was that all incomes should be taxed at the same rates 
In practice it would be possible to levy diHerent rates on incomes derived from 
different sources For instance in the case of excise, we could levy a tax at 
higher rates on excise contracts if excise revenue is totally removed 

<2 — You do not suggest that it should be taxed at a higher rate because 
it comes out of excise’ 

A — That was my idea 

Q-~Do you mean to say that you could differentiate between two jeople, 
one of whom is a tailor and the other a vendor of intoxicating liquors’ Di yon 
mean to say that because the vendor of intoxicating liquors pays a big fee for 
the right to sell the liquor, therefore he should not be subject to income thx’ 

A — YiTiat I say here and what I have written js my persons! opinion and it 
has nothing to do with the department What I meant was this In caae the 
excise tax was abolished, the mao who would benefit most bv it should be asked 
to pay the income tax at higher rates 

Q — Do you mein the man who drinks at present’ 

A — Of course it will naturaUv fall upon him But the man who makes 
income out of excise must be taxed at a 1 igher rate 

Q —He 18 going to lose his income if the excise is abolished 
i —Will there be no sale of liquor then’ 

If you -iboUsh excise there will be free competition, everybody will sell it 
k — Then the man who sells it will be liable to pay the higher rate 
Dr Ilyder Q —Will it be fair to differentiate between an agriculturist and 
the seller of intoxicants— between man and man’ 

d — Because he has been paying some tax and now in lieu of that tax he is 
asked to pay something more 

Sir Percy Thompson Q — The vendor of liquor will pass it on to the 
consumer, it would be in the price of liquor 

A —The income is made bv the vendor and he will be liable to be taxed 
<3— But I do not see how you can use the argument that because he pays 
a high vend fee which he passes on to the consumer, he ^ould be taxed at a 
higher or a lower rate for purposes of mcome tax 
4 — That IS how I view it 


The Vaharojadhtraia Euhadur of J^urditcm Q— lou say 'in the event of 
i. substitute being however required for other taxation that is abolished it 
will become absolately necessary to mcrexse the revenue under this bead’ I 
•should liks to know what you mean exactly by it Suppose certain taxes were 
abolished Do you mean to say that because they are abolished, therefore 
income tax must be increased’ ’ 

A — Xo, not necessarily Perhaps there was a mistake in the typing 

. 1 . P’S® ^ no‘®» 'on 'ij 'it would be worth while to reduce 

the hmit of taxable income to Its. 1,000’ What I would like to know is that 


V 
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npart from any question of Uio Government getting any additional money, is it 
your view that the present limit of taxable Income should bo reduced? 

A.— That is not my view unless more money is required. 

Sir Percy Tliom'p^on. Q. — Would you nr>nd just looking at the statement 
given at the end of your notes? I do not quite understand bow you get those 
figures in respect of incomes liclwccn Rs. 1,OCO and Rs. 2,000. 

— These arc the figures worked out from the returns of 1918-19. 

Q. — They maj- have altered considerably since then. 

■d. — They must have. These are only approximate figures. 

Q - — Taking your figures as correct or approximately correct, you notice that 
the numficr of persons getting incomes between Rs. 1,000 and Rs. 1,999 is 12,000 
in this province ; the number of all other asscsscos comes to just almut 10,000. 
That means that if you lower the exemption limit to Rs. 1,000, you would have to 
deal v.'ith more than the double the number of assessees. 

A. — ^Yes. 

Q- — And for that, according to yonr estimate, even at *the rate yon have 
proposed, you would Jiave an increase of about 5 lakhs of rupees. 

A. — Yes. 

Q . — Is that worth while? 

A. — I think so; because we get 3 lakhs as additional revenue and the expen- 
diture will not be very much. 

Q . — ^IVhat do you think the expenditure will be? 

d. — It is rather difficult to estimate. At pre."cnt it is 6 per cent on the 
total revenue and it might be about 1 per cent more. 

Q . — ^Would it not mean double the staff? 

A. — Not necessarily. The subordinate staff may be strengthened a little. 
The smaller income-tax cases do not require much time. It is only the larger- 
incomes that take much time because the accounts have to be gone into. 

Q . — ^You say you are not in possession of facts and figures to estimate the 
increase in revenue by taxing proprietary profits. Can you make any rough 
guess ? 

A. — My impression is that the total revenue under land revenue jn this 
province is about Rs. 2,10 lakhs of -which 87 lakhs comes from Berar. This 
revenue in Berar is collected by patels who get commission on the money 
they collect. What is collected by them is paid into the treasury and the patels 
get 7 per cent as their commission. In the Central Provinces there is what is 
called the malguzari system and the malguzar gets 50 per cent of his collections 
from the village. Now if we stick to the limit of Rs. 1,000 or even Rs. 2,000, 
many of them would not be assessable so far as the Central Provinces .are- 
concerned. I think you may get one-third of the total income, f.c., about 40 lakbs,. 
to tax in the Central Provinces. 

Q . — ^You think that one of every three would have incomes over 2,000? 

A. — ^Yes, ^ 

« 

Q . — They have much by wa 3 ' of other incomes? 

A.— Yes. 

Q . — What are they? 

A. — -Money and grain lending. In the Central Provinces the malguzar advauces- 
grain to the people and he realises interest, he also has shcai. 

The President. Q. — -To what extent do you tax his profits from money lending 
and siwai. 

A. — It depends upon the total income. 

Q . — But how do you tax all his income from money-lending even though it 
is practically a rent? 

A. — It is not rent. Rent is quite different from the interest on money-lending. 

Sir Percy Thom-pson. Q. — ^Have j’ou not heard of the system under which- 
a man lends at a low rate of interest and exacts nazaranal That interest seems 
-to be almost indistinguishable from rent. Now would you tax that interest 
■when it is in the form of interest and not in the form of rent? 
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A — Anything other than rent is lixed 

Dt Parfln;;iye Q — What about miscellaneous income’ 

A — That IS taken into account at the time of the settlement That i« ^ot 
ti-^ed to Income tax Tho total assets of the village — ^iwai and income from 
minerals and fisheries — are taken into account an^ the total is calculated and a 
certain percentage is taken bj the Gov’^ment, the test is left to the malguzar 
Q — Is the forest income treated as agricultural income ’ 

A — There is no such rule But there is % specific instruction given by 
Government that forest incomes sliould not be taxed It is d fferent from the 
agricnllural income , 

Th<? President Q — Grazing fees’ 

—They come under aiHOt incomes They are assessed to land revenue and 
not income tax 

Sir Percy Thompson Q —Is it right to Say that the part of the stuat income 
which IS taken irto account for purposes of land revenue is not taken into 
account for purposes of income tax’ 

A —That is a Isct All a»» m incomes are considered as income lor purposes 
of land revenue There are several kinds of amat Ihe word simply means 
• extra ' It has got different meanings in different places When we *alk of 
settlement it has got one meaning and when wo talk of interest it has got quite 
a different meaning 

iTAe President Q— Under jour arrangement with regard to land revenue 
what would be taxable for instance in l^engal is not taxable in the Central 
Provinces although the Act ani the definition are identically the same 
A —I do not know about the Bengal system 

Str Percy Tlomp^on Q — In arswer to Q 34 von say the present scheme 
of graduation seems satisfactory and I do not think it necessary to base it on 
Enmish or Continental practice Are there not advantages jn the English 
method of graduation’ 

A —1 do not know much about the J^nglish system T have not given much 
attention to that system of graduation So I am not able to answer that 
question 

Q— Have you any trouble with regard to incomes on the margin that is, 
just at the point where the rate changes’ 

A —But such difference must come about 
Q — They do not occur under the English system 
4 — I do not know about that 

<2 — The English system is to exempt to everybody — rich and poor — the first 
£22n The nest £250 is charged at half rates and all the rest is charged at 
full rales You get a continuity in the rise of rates and you do not have 
difficulty with margindl income The Indian system as at present, wo had in 
England up to 1920 and then as a result of the recommendations of the Eoyal 
Commission this new system was adopted 

A — If it has an advantage over the Indian system, surely the public would 
like it I have not myself studied it much 

Q — ^In answer to Q 36 you say you do not think it practicable to make 
allowances for the number of persons supported out of a particular income in 
India 

A — I say it will be rather difficult to find out the number of persons that 
have to be supported out of a particul*'*' income in India 

Q — Would it be possible to give an allowance for the number of children 
•who are being educated’ 

A —Yes 

Dr Uyder Q —Does not everyone send his children to school without extra 
expenditure’ 

A — Yes But this would give relief to the poor people whose incomes are 
not very high 

The President Q — Are there not people who need this relief’ Would you 
extend this privilege to all the income tax pavers* 
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A. It will be required in the case of poor people but not in the case of 
:super-tax payers. But even if it is granted to super -tax payers, ii would not 
be much. ’ 

Dr. Pmanj-pye. Q. In reply to question No. 36, you talk about the large 
number or dependants to be supported out of the particular incomes, don’t you 
tiiink that it would be possible for the Income-tax Act to lay down definitelv 
on whose behalf the abatement ought to be' given? 

^y^s, we know that there are many people who ought to be supported 
by a man having an income. *• 

Q- ^Would it not be desirable to discourage the large number of hangers-on 
on one man’s income? « 

A. Surely it would be desirable, but it will not be practicable. 

Sir Percy Thom.'pson. Q. — Supposing a man says he has got nine children, 
and you suspect he has not got nine children, would it not he difficult to find out? 

A - — 1 do not think it is very difficult because I cannot imagine any man 
telling a lie about the number of his children. That would not happen at least 
in India. I do not think any enquiry would be necessary. 

T7ie President. Q . — Do you mean to say that there is no danger of a 
bachelor claiming any allowance ? 

A. — I do not think so. 

Sir Percy Tiiamyson. Q. — Do you think that super-tax on companies is 
justified ? 

A. — There is as a matter of fact only one company which has got double 
taxation, in this province. 

Q . — I am not talking of double taxation, but super-tax on companies. 

A. — I regret I can give no opinion. Sir. 

Q . — You say that the income derived by actually cultivating the land should 
not be taxe'd to income-tax, but the income of a malguzar or landlord derived 
from his village called “ proprietor’s profits ” should be taxed. Could you tell 
us why you draw a distinction between these two? Why would you not make 
the profits derived from actual cultivation liabln to income-tax? 

A. — It is rather difficult to distinguish technically between , the two. The 
distinction according to my idea is that the cultivator who cultivates himself 
has got to do much, while the malguzar has to simply collect his income. I 
have drawn the difference between the man who cultivates and the man who 
derives the income. 

— How can you draw this distinction? I tliink even a clei’k woi'ks and why 
should he be cliarged income-tax and not the cultivator? 

A. — Technically speaking he is liable, but I think, considering the position 
of the Central Provinces, it is too much to expect the poor cultivator to pay 
this income-tax. I think it will be supposed that they were never meant to be 
taxed on their agricultural incomes. 

Q —-Would it be considered a breach of contract or faith ? 

A . T think to some extent it would be. 

The Maharajadhiraja Bahadur of Burdwon. Q . — I understand from your 
statement that supposing a landlord or a malguzar, whatever he is called in your 
part of the country, pays three thousand rupees as land revenue and he actually 
gets six thousand rupees from his tenants, on the three thousand rupees that 
he kegps for himself you will have no compunction in putting on income-tax, 
whereas a tenant who pays, say, to the landlord fifty rupees and keeps fifty rupees 
for himself, you won’t put any income-tax 'on him. Supposing a big tenant or 
tenure holder has to pay two thousand rupees to the landlord and keeps another 
two thousand rupees for himself, would you exempt him? Is your argument 
here that a tenant because he cultivates the land or because he is .a direct 
cultivator, therefore, for the profits that he makes he should not have an 
income-tax. But the landlord simply because he does not take the plough in his 
hand, therefore, the rent that he receives from the tenant and keeps for himself 
should be taxed again by an income-tax? 

A‘. There is no additional tax, because he does not pay any rent to the 

-■tlovernment. 
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Q — Does he not pay any revenne’ 

^ — ■jily contention is that the Iniid belongs to the State, and the malguzar" 
IS only a middleman for the collection of rents 

Q — ^Would you apply the same principle to the zamindirs’ 

4 — I do not think that there are many zamindars m this province, thej 
are very few They are no better than malguzata I think they only have 
some concession that the full jama is not collected from them 

Q — \ou ^ould considu that i\liat the zamindar gets from his tenants is a 
sort of commission for the collection of revenue* 

A — -^es It 13 only for the collection of money that is Governments due 
Dr Hyder Q — Is it not a fact that in the past Sir Richard Temple and 
other people who made the settlement, turned these malguzars into full pro 
pnetors* Don t you think that it would be going back on that pehey’ 

A — I do not know what is meant by full proprietors I do not know the 
conditions under which the proprietary rights were given I think they were 
given with tiie simple idea that the rents will I e collected by the middlemen 
Afterwards the villages became saleable 1 am only telling jou what I remember 
1 cannot say definitely ahoot Ibis 

Ikt ^fahQTa}adk^Ta)a Bahadur of Durdnan Q — ^ou say that the actual 
cultivator should not he taxed in this case Supposing a malguzar has a certain 
amount of Uiudkcihl land jou would exempt bun because he is also a direct 
euVtivdloT’ 

A — No He would bo exempted from tie income tax only on the income 
which he makes a5 a cultivator but not on the share he gets as a malguzar 

5ir Percy rAompson Q — ^Would you exempt tlat part of the income which 
be gels as an ordinary tenant* 

A —Certainly I would still classify him as an ordinary tenant 
Dr Paranj'pye Q — b.very rftiyat is a malguzar if you hold that 

H itneis — To draw a distinction there should he a demarcation, because a culti 
vator himself cultivates the hnd his income should be exempted whereas that 
portion of it which he gets as a malguzar should be taxed The two neomes 
technically speaking are the same But the question is only of differentiation 

The Maharaiadhraja Bahadur of Burdxcan Q — Supposing there are 1000 
acres and vou divide it into 10 bigha shares and all become small malguzars 
You will at once say, because they are cultivating themselves they must be 
exempted * 

A — I do accept that there arc tenants vvho cultivate the land and there are 
also malguzars who cultivate certain portions of their lauds When I say that 
the actual cultivator has to be exempted I mean to distinguish the cultivator 
from the money lending daso who purchase villages 

The PreatdetiC Q — Have vou come across cases where people of the monev 
lending class purchase villages’ 

A — Oh yes many of them purchase villages In fact the purchasing of lands 
IS considered to be a safer and a better investment 

Q — Is 't partly because the income from i* is not bable to income tax ? 

A — I don’t think that i* tl ? reason but they have an idea that if the money 
IS invested in the banks it might be lost and in the case of villages the value 
of villages would increase Therefore they get income by two ways, one in 
the shape of prices and another in the interest on the capital 

Sir Percy Thompson Q—Yoa. say the growth of the accountancy profession 
has not affected the conditions in the Central Provinces’ 

A — Not very much 

Q — Have you any suggestions to make as to any measures which can be taken 
to improve the administration of the income tax, i e , to make collection more 
close to the liability? You do say at the end of the paragraph that “ so Jong as 
human nature remains v?hat it is, people would devise means of evading taxation 
Is It because of the short time wjthm which these accounts must be checked’ 



'"i. GS. It is vGr^^ slioufc tiiriQ, -A.S £i of f^cf "Wo Siro YOt^tLirocl to sorvo 

1 notices -n the month of 4pril and the assessee has to make a return within thirty- 
days. He generally takes six months. An olRcer has to deal with at least a 
thousand assessees. ' 

i # 

Q . — Cannot something he done to remove these difficulties? 

A. — Well this law is an improvement on the old law under which no return 
'had to De made. The first lav/ requiring this was the Act of 1918 and therefore 
people are not fully conversant with the procedure. 

Q - — Is anything being done to tighten up tlie procedure? 

A. — ^Yes, we a^ gradually doing it. We have got to see a thousand accounts 
'nearly and one officer has to do the work in 365 days. It is not possible for 
him to look into the- accounts com23letely. ' 

Q. — ^Would the position be satisfactory if in fact every man made the return 
within thirty days? 

A. — Then in that case it would be still more difficult. 

Q. — You mean to say in that case the staff will be insufficient? 

A. — ^Yes, the staff will be insufficient as yach account should be completely 
examined. 

Q. — ^But for reasonable examination in sample years, is the staff insufficient 
even for that? 

A. — I think so. 

Q . — Would it pay to have additional staff? 

4. — No, Sir. It will be very expensive. 

Dr. Paranj'pye. Q. — What is your staff? 

A. — One Commissioner, 2 Assistant Commissioners and 16 Income-tax Officers. 
^That covers the whole of l1»c Central Provinces and Berar. ^ 

Q. — These will have to examine between 11 and 12 thousand assessees? 

A. — ^No. There is other set of officers called Examiners who are eight in 
-number. Few of our fncome-tax officers have had training in accounts. 

Q. — I see from your table that you have got about 11,000 assessees. Am I 
'light? 

A. — No, those are only persons who have been assessed in the year. There 
may be other persons who have been exempted. So you have to deal with 
many more persons than are given here. 

Q. — How do you bring in the now people? 

A, — For that we have got a survey staff. Tliere are 12 Sub-Inspectors, but 
•they are only temporary. They do this work. 

e 

The. Preiident. Q. — ^What do you do in the case of companies which have 
p-ot their headquarters in Bombay. Do you get any income-tax from the Bombay 
"Government? * 

A. — ^Yes, Sir. We get a share in the income-tax from the Bombay Government. 
But their accounts are not examined here. When a company has got business 
in this pro-vince but the headquarters is in Bombay, it is taxed in Bombay, 
'but the income will be divided between the two Local Governments in the pro- 
portion of 85 to Bombay and 15 to us. In the case of Bengal, it is 70 and 30. 

Q. — ^How are the proportions arrived at.'’ 

A. — The proportions are simply arrived at by mutual correspondence and 
"bargaining. The Local Government gets one pice in the rupee. We have to 
ascertain how much it is and this income is divided between the^two provinces. 

^ Q . — ^Is there a recognized system of account keeping? 

A.— Yes. 

Q. — Are all accounts more or less on the same lines? 

A, — There are many kinds of system in which the accounts are kept in the 
•Central Provinces. The mahajani system is a very common one; it is called 
-so, because the Mahajans keep it. 

Q. — There is no officially recognized system? 
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4 —We cannot force a man to keep his accounts in a particular form 
Dr Farmjpyt Q — \re they Vrritten m Mahrati or Gujarati’ 

4 — ^They are written in all languages, some in Mahrati, stjine m Gujarati, 
some in Hindi, some in Urdu and some even m English 

Q —You say that if a man s accounts were given publicity, it -will be difficult 
-for him to maintain his credit in the market’ 

A —That IS the excuse the tax payers themselves give 

Sir Percy rftompaon Q — ^Don’t you think that it would be a very scandalou*' 
thing, if when a man has made a loss and it is proved to the satisfaction of 
the Income tax officer the officer should proclaim it on the market and spoil 
his credit when he might be a perfectly substantial man ’ 

A — ^From the ingome tax point of view or from the point of view of the 
public, the tax payers would not like being evposed 

The- President Q — ^Would it be Nery difficult for a man to find ont his t.val s 
income’ How does he pay his tax’ ^ 

A — The tax is deposited in the T'-ea'ury either in cash or by cheque 
Q — It is all brough* into tlie Treasury books’ 

A — kes 

Q —Would it be very difficult to find out the income from the Treasury books’ 

A — A man can know what the tax paid is, but it will not be known whether 
ihe has made any losses 

Q— Theri^ is no secrecy about the books in which payments are recorded’ 

A — I do not know ab>at the Treasury accounts nobody can get information 
from income tax books The Treasury accounts might be published and copies 
might be had 

Sir Percy Thompson Q — kou do not object to tax free securities on the 
ground that they favour the rich man as agamst the poor’ 

4 — There is not much of favouritism tliere The general contention is that 
tax free securities are supposed to be tax free m every case 

Q— Supposing I am a very wealthy man and my rate of income tax 33i 
per cent , if I take up some tax free securities which are paying interest at 
4 pec cent, t atn really getting a rate of interest equal to 6 per cent, because 
if it were 6 per cent not free of income lax, 1 should get 6 per cent and pay 
2 per cent to Government The poor man, who pays no income tax at all, is 
Only getting 4 per cent 

A — rEhereitrre, the poor man •would be benefited iS tax free securities are 
not issued at all If ordinary securities are issued, he will be liable to tax 

Q — In other words, tax free securities are in a way favouring the rich man ’ 
as against the poor man, because they give him a higher effective rate of interest’ 

A — ^That IS so 

(3— Your answer to Q 47, regarding the losses not being earned forward 
Would you carry over losses for 3, 4, 5 o 6 years’ 

A -“That IS keeping a kind of account with the assessee, -which it will be 
very difficult to do 

Q— You are more or less keeping an account with the assessee, when you 
rtvava a three years’ average system 

A —But for the purpose ~o£ assessment, there should be some unit adopted 
When we adopt one year, we exclude losses sustained by the man m the previous 
year If we take two or three years’ average, the losses are taken into consi 
deration 

Q— You can do it by the average s^tem, but there are disadvantages with 
regard to the average sj stem and m point of fact, the system was considered 
by the Boyal Commission on Income tax in England m 1920 They recom- 
mended adopting the previous year’s basis They went into the question of losses 
and recommended that you should spread over the losses up to a period of six 
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.4. Tlic jiKSessoo, if lin kpIs his losses recognized even once, would be- 
snlisfied with it. TJint ineiins tlint. the whole loss would ho takon into consideration, 
at one time. If you take two years’ average, it would he sufficient. 

TliP. Prryidnit. Q. — ^Do they keep sufficiently accurate accounts to enable' 
you' to aivry on a system like that f 

A . — Sonic of the tax-jiaycrs do; those who do big husincsse.s have a sufficient 
/lUmhcr of hooks to keen tlieir accounts accuvatclj'. 

Sir Prrci/ Thomixon. Q . — In any case, surely jou will only allow the losses 
to he carried forward if llio man has proved the losses in the year in which 
ho was assessed. 

/I— Yes. 

Q. — To get the same revenue on the throe years average sy.stcm why Avill you 
liavo to raise the rate of ’Laxalion? How docs it make any difference"? 

-•1. — Because,^ the averages will he lowered on account of the losses being 
taken into consideration. 

Dr. Poranjpyc. Q. — Is tliere any difficulty in assigning incomes to various 
provinces? According to the Mc.slon Settlement, the Central Provinces get a 
pice in tlie rupee on all income additionally assessed above the minimum of ' 
1920-21. Do yon find .any difficulty in assigning a particular income to your 
province and a particular income to another province when a man has his busi- 
ness in two provinces? 

A . — As I have said, the two provinces will be settling it between themselves; 
it is no part of the Income-tax Department's duties. In this province we found 
that tlic revemie increased avhon the rate of tax was increased; but the assessed 
income did not increase; it had fallen. 

Q. — In answer to Q. 156, you make the suggestion that the total revenue 
derived from income-tax should he divided betcen Imperial and 'Provincial. 
You also say that the Central Government should regulate the rates, but the 
Central Government would obviously regulate the rates according to their own 
needs. 

A. — I do not know what, the understanding between the two Governments is. 
Instead of c.alculating tlie Local Government’s share at one pice per rupee of the 
extra income, it should be so much of the extra revemie. 

Q. — But the extra revenue would depend on the rate of income-tax? 

4,— Yes. 

Q. — The Central Government would levy the rate according to its own needs. 

A. — It should take into consideration the sliare that would go to the Local 
Government. 

Q. — ^Different Provincial Governments might have different needs. One pro- • 

• vincial Government might want a greater sum, another less. 

A. — They could bo very easily calculated and budgeted for. 

Q. — ^All provinces will have to be treated in the same manner. 

A. — That depends upon local requirements. 

The, President. Q. — I think the witness’s idea is that the Government of 
India might say “ we want one anna this year ”, province A might say they - 
want 6 pies, and province B, 9 pies. 

A. ^As it is, there is an appropriation of income from income-tax between . 

Provincial Governments and the Central Government. At present the Local 
Governments get one pice per rupee of the extra income. Sometimes, it so 
happens that even if the Income-tax Department makes more money, very little •- 
share is given to the local Governments. ' 

Dr. Paranj'pye. Q. — ^But - the greater income is made, because the rate has • 
been higher. 

^._And yet there has been a disappointment to the Local Government. The 
principle of the extra income being divided should be observed. 

The President. Q. — -Would' it be pi’acticable for each Local Government » 
have a Finance Bill on the plan suggested? 
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A —I do not think it is necessary The rates ■will taie to be regulated by 
the Central Government They will know what portion of the income to give 
to Provincial Go\ernnients 

Q —You are suggesting that the Imperial Government should put on whatever 
rate it likes and you get the incom", whether you want it or not 

Would it be practicable for youf Bepartment to collect profession tax foi local 
bodies^ 

A — I have sent ray reply on this subject to the Local Government, in which 
I have stated that it would be practicable, but it is not desirable 
Q — Why not ^ 

A — I am not quite sure if many local bodies would agree to the Income tax 
Departpent collecting these for them • 

Q — Why won’t they agree’ 

A — It depends on the local conditions 

Q — Do not the local bodies desire to have information from you as to what 
the incomes are ’ 

A — Not at all In fact we get our information regarding those assessees in 
the municipal area? from municipal records The man who has a profession does 
not keep any account of his earnmgs Therefore, the municipal members and 
the income tax officers will be equally ignorant of his income 

Q — I am speaking about people who are paying income tax You have in 
formation regarding their income and the preparation of the schedule is a matter 
of a few minutes 

A —We ha^e that income as ascertained from the man himself or from the. 
municipal records Our information is derived, to a great extent, from the 
municipal records 

The Prfstdent Q —Is it not a waste of money and a cause of harassment to 
the assessee that he has to he assessed twice over, once by you and again by 
the municipal body Would it not be much simpler if the profession tax was 
collected by sou and paid to the municipalitv’ 

A —It would be simple to have one assessing officer, but I think it is very 
difficult to do it in practice In the first place so far as professions are con 
cerned, the members of the Municipal Committee would be better able to know 
the incomes of their assessees than the income tax officer 

Q — Do you mean they would cliallenge the correctness of your assessments’ 

A — No they would be in a better position to know the income 

5ir Percy Thompson Q—ls it not a fact that the profession tax is very 
badly admtmslerei by tbe local autliorities’ 

A — I do not know if there i» any profession tax worth the name in the 
Central Provinces There is something m Berar, even that is not, really speak 
mg, on profession it is levied on people who practise what is called dalaft 

Dr Hyder Q — .This tax is not levied here, and you have no desire for it’ 

A —No 

Dt Paronjpye Q — It is one of the optional taxes ’ 

A —Yes , so far it has not been levied m the Central Provinces . and m 
Berar only what is called dalah exists 

Q—\ou are very emphatic that the administration of income tax should be 
independent of the electorate’ 

A — ^That IS my idea ^ 

Q —Would not that apply to the profession tax also’ 

A — I think it should 

desirable that an independent central staff should ba 

A — Those whom they elect would themsdves make the assessment 
Tht PrMident — You would rather not give an opinion 


Q 
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Written memJrandum of Dr. Basa. 

Q. C.—'Ko. Because in oacli of the tlirec cases mentioned I believe that there 
Avill be iiabitual under-rating. 1 liave liad some practical experience of item No. 
fl). My e.xperience is that employers habitually exaggerate the good conditions 
of labour. Frequently I have had complaints from the labourers that the 
wages as shown in the list of employers never reach them. This is due partly 
to the intervening jobber who takes a share and partly to what pass for dis- 
ciplinary measures according to which automatic deductions and fines prac- 
tically prevent the labourers from normally receiving the wages shown in the 
employers’ list. 

From what I know about urban land and building valuation, the land-lords 
almost invariably under-rate the value and rental of their land and house 
jjroperty. 

Thus the plan will not give any accurate or reliable figures. Also accuracy 
will depend upon the checks that can be exercised upon the landlords’ valua- 
tion. As these must vary from locality to locality, I believe that Ave cannot 
•even get at any common type of errors for which proper allowance might be 
made in order to draiv any conclusions of economic importance. 

Q. S . — Tlie 'list is sufficiently exhaustive. I would not rely upon them to 
ferm a basis of an estimate of the incidence of taxation on different classes. 
My reasons are : — 

(1) They are too fragmentary and disjointed, sometimes even for a dis- 

trict or a province, not to speak of the whole of India. 

(2) The standard and basis of the A^rks in the list Amrj"^ so very much 

that the estimates of tAvo AA’orks on the same locality, based prac- 
tically upon the same facts, lead to different and often divergent 
conclusions. 

(3) When statistics are insufficient the Avriters naturally make alloAvances 

AA'hich are often guesses. These wholly depend upon the bias and 
local observation of the Avriters, both of jwhich vitiate the con- 
clusions. ' ... 

(4) In the case of family budgets most divergent ir'esult's ‘ can be obtainefl 

by two persons in the same locality or even in the same families. 
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for the relinbiltty of the work wholly depends npon the confidence 
of the fanuliea »n the »n\estigator It should be noted that the 
lUiterate people, as a rule, wholly distrust the educated people, for 
unfortunately there is a divergence of standard and outlook which 
have led the latter often to exploit the former 
Therefore until there are such studies mncle for all sDr*s of economic regions 
an India and several independent studies for the samp region and the results of 
mil Co-ordinated and roughly rtconciled, I would not use tJiese studies for the 
present purpose of the Committee They are admirable m their own way but 
are of no use for the present enquiry cveept as guesses by scholars 

I regret tint I cannot suggest any process for ascertaining such incidence 
ilJie Committe'i want 1 suppose that lime is not ripe yet for such delermma 
tion of the incidence with any degree of scientific accuracy 

Q 13 — I would rule out (c) unless the article le a thing of vital necessity 
for the life of the nation and its consumption be as jet very limited per head 1 
the population At present I cannot think of any article which is so Whether 
it should be (6) or (cj will depend upon tlie quantity consumed and tho elas 
ticity or otherwise of the demand for the article If the former w very large 
per head of the population so that there is little stinting of it by even the 
ordinary people, I would have monopoly profit For with a large consumption 
and low marginal unity, tlie consumers surplus will be high and the con 
svmcrs should be able to stand a monopoly profit The total national benefit 
will be the consumers* surplus for the nation and the monopoly profit to i.be 
Government If the foimcr lo very large, the latter which, when first fixed 
or subsequently altered, is likely to come out of the former plitj any reduced 
cost of production owing to the economies of large scale output of the monopoly, 
-cannot he a great burden This will be especially so if the demand for the 
article be inelastic as a result of its consumption being extended far towards 
the level of satietj 

Dip i?)pm-*nt of taxation may appear only in case {c), net in ca^ea (o) and (L) 
Jn case (c) also it will appear only when the quantitj at which the rate of 
monopolj profit multiplied by the quantity is appreciably less than the quan 
tity in cases (a) and (li) In the circumstances presumed above, tts , large 
consumption and inelastic demand as a result of it, the difference in the quanti 
ties in the three cases is not likely to be great, and yet by the nature of the 
circumstances piesumed, the rate of monopoly profit will be comparatively high 
Q H --The elemen* of taxation arises only when the price charged for the 
services exceeds their price vvfien sold by rival producers to the consumers 
It has no reference wliatsoever lo the question whether greater benefits may 
or maj not be conferred upon the consumers by a reduction Thus the ques 
tion depends upon the utility of the services to the consumers and the pos 
sible reduction in the cost of production The former is difficult to ascertain 
for obvious reasons The latter is so because, in the case of a monopoly the 
cost of production cannot be compared by a reference to rival producers and 
because the special economies of large scale production which tend to make 
the monopoly cost of production lower than the competitive cost of production, 
•cannot be ascertained ♦ 

(a) liailicaji — ^Although there have been undoubted hardships upon the 
poorer classes by the rise in railway fare during the Ust six years 
or so, I think that the price paid does not even approach the great 
utility derived from the services by the public If, however, there 
is any possibility of reducing the cost of production as experts 
aver that there is to that extent the rise in the rate and fare 
charge has been uneconomic for the national loss is to be ludged 

more fay restrictions on tcade and movements of the people a 

highly complicated matter to ascertain — than merely by the loss 
to railways in reduced custom calculated quantitatively Moreover 
any such reduction from the poorer classes inflicts greater national 
injury than when it is from the richer classes From this point of 
view r regret the lowering of the first and second class farps recent 
^ ly introduced in the E I , G 1 P , and B B & C I Railways, 
while the third and intermediat© class fares have been left un’ 
touched To an almost indefinite extent I would give preference 
to the latter rather than to the fonner 

, Q 2 
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(//) Tramways . — I hava' experience of Calcutta and Bombay only. 1 
think that the fares are not taxes to any material extent. The 
price for the services seems to be quite moderate, that is, an 
amount which the' consumers "would have to pay in any circum- 
stances. In Calcutta, however, there is one defect, viz., that over 
a line, which usually is very long, there is the same charge irres- 
pective of the distance; but probably this, is due to practical con- 
sider.ations. 

tc) Posts and Telegraphs . — The prices have increased very much in 
recent years. Yet I think thdt the charges are moderate, and f 
long as they are so, the element of taxation cannot enter to any ' 
great extent. 

■(d) Profits on coinage or exchange . — The profits on coinage as such have 
absolutely no element of taxation. Money is used at its face value, 
and the intrinsic value which only is affected by the token character 
ci the coin {giving rise to profits on coinage in India over and 
above the segniorage charge) has nothing to do with the consiimers. 

In the case of the rupee, however, since the breakdown of the exchange 
system in 1920, there is the effect through exchange. In normal times when 
the exchange rate is stable by the machinery of Council and reverse Council 
drafts, no effect is possible once tbq exchange has its reflex in the adjustments 
of internal prices ; after that the exchange rate has no effect as a tax or otherwise, 
for, although the currency may be managed in the sense that it is regulated 
by a machinery set up by the Government, it is automatic, the increase and 
decrease in the currency being regulated by the release and withdrawal of the- 
currency in response to the needs of external trade, that is, on exactly the same 
principle, although by a different process, as the adjustment in a country 
using a standard money with free coinage. At present, howeyer, as a result 
of the breakdown of the gold exchange system, exchange profits indicate changes 
in prices in India, especially with regard to the articles subject to oxtcrnal 
trade, and through them sympathetically to others, which have little to do- 
with normal price changes as such. In regard to non-Governmcntal transac- 
tions the loss to the exporters tends to neutralise the gain of the importers and 
vice versa, although the incidence must affect different classes differently. But to 
the extent that this hinders trade whether as a rhsult of uncertainty or as a result 
of diversion of production away from the channels determined by u-ormal 
economic causes, the element of taxation certainly enters, and, I believe, 
inflicts a greater loss to the payer of the tax than the amount realised by the 
Government. This is wholly against the canon of economy in taxation. But 
the question of exchange is not merely nor primarily a question involving the 
subject of enquiry by the present Committee. 

Q. 15 . — I can only deal with the second part. No one of the plans can 
"work so satisfactorily as one based upon the principles of several of them : — 

(1) The cost must be realised and the total amount of the charge should 

not bo less than the total cost except in areas where the object is 
to develop agricultural lands, the charge "in which case may be 
less than the cost. But normally it should bo more, how much 
more is to be determined by baking into account one of the prin- 
ciples of taxation in such cases, viz., what the industry will bear. 
Not that it should be taxed to the full extent of its capacity to 
bear a tax, but that this question should bo taken into account. 

(2) To charge a fair commercial profit would bo a good plan if no idc.a 

of taxation be present. In order to tax .the rate must normally be 
higher. . One caution is ncccss.ary here, viz., that there should be 
a carefully devised methed to dclcrmino what is ".a fair com- 
mercial profit” without leaving it to the. discretion of tho officials 
in charge or to the financial needs of the Government. The latter 
consideration can enter only when a portion of tho rate ch.argcd is 
meant to be a tax. 

(3) This would be wrong and dangerous. Land increases in •'••alue for 

various reasons. Water supply is only one. If improvements !•<' 
made by the cultivator, a portion of that also will go to tho Govern- 
ment if this rule be adopted. Such improvements are often in 
many small matters, the ■’ffoct of which cannot be determined and 
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provided £oi A little manuring, a little more careful ploughing, 
a little discrimination in the choice of seeds, a little more strict 
watch by the night a little fencing against the intrusion of am 
I mals, a little care in choosing the exact time for ploughing, sow 
ing weeding, and reaping — all increase the output without anv 
obvious improvement, a portion ot which will automatically go 
towards the water rate Such a rate will directly discourage such 
minor improvements and is not at all desirable in a moribund 
industry like agriculture m India which yet supports, and, in 
spite of anv rapid development of manufacturing industries, 
will continue to support the largest number ofuhe population in 
India 

<(4) To charge by volume would seem to be eminently fair But it is i ot 
so if the object be taxation and not commercial profit The same 
volume of water may be taken by two fields, but if the fields le 
differently productive as a result of the water supply — a fact whivh 
15 likely for the inherent powers of the soil respond differently to 
the same kind of stimulus — the water rate will Lear a heavier pro 
portion to the total cost of production in the worse field than m 
the better In other words taxation will be unequal and press 
*ing more heavily upon the one which is less able to bear it This 
will violate the first and the most important canon of taxation, vtt , 
• the canon of equality or justice 

iS) This will surely bring into existence the middleman sellex of water, 
who is likely to be a non cultivator Being a monopolist he will 
charge extortionate rate The better lands will naturally get more 
water because they can pay more Thus the bad lands will 1 e 
penalised the good lands will pav an amount of tax which will be 
higher than the amount which the Government would receive Vy 
the amount of the middleman s profit This will violate the canon 
of economy in taxation 

I would, therefore, rule out (3) and (3) as unsuitable and even dangerous 
and recommend a plan based upon a proper combmation of the principles as 
discussed above in the case of (1), (2), and (4) 

Q 18 —It IS right that the Stale should take a portion of the large increa'e 
m the value of land as a result of water supply But as pointed out in answer 
io Q 15 (3) it IS not easy to determine such'^increase The natural tendency 
■of the Government would be to exaggerate the increase due to this cau«e 
If a fairly large margin is left ont and then the rate is increased on the rest, 
It 18 not likely ,to encroach upon the increase in tho value of land due to other 
causes Therefore, the increase owing to water supply should he cautiously 
■eitimated and I would ohatjie upon thi5 aw wvccoaved rata approxitcia.tely Ova 
■same as is charged in the case of land revenue vi, , about fifty per cent cf 
such increase A lura4» sura «hould never be taken It is difficult for the 
cultivator to pay and it is unfair to future Governments It should be a 1 ettei 
ment tax on the principle on which land revenue is now enhanced It should 
not, however, vary too frequently, say, not more than once m five or ten years 
-according to the developing or developed nature of the soils in the locality 
Qi 19 and ‘>0 — The idea behind these questions is probably that when parti 
cular services are given and the tax for them paid its incidence should be 
■neglected while taking into account the incidence of taxes whose effects are not 
so direct nor confined to the locality But there are dangers to such classifica 
tion involving principles A tax, raised and spent specifically in a locality 
•confers benefit upon the commimitj as much as any other tax raised from the 
whole country and spent generally for beneficial purposes The change of unit 
from the whole country to the locality does not introduce any change m 
pr nciple The principle that, apart from the area, the persons who pav the ’ax 
ace henefited by its expenditure is ■wioug and dangerous For on that princinle 
a man with no children to educate should be exempted from the education 
cess, a stay at home from the road cess, and a rich man keeping a]] bis 
money and other valuables in the bank and a number of servants at home 
from the CAOw-A-iaan tax 

Q •— I thmk that Mill and Bastable are right, and Adam Smith and some 

of his modern followers are wrong m this matter To t! e extent that an indi- 
-ect tax IS voluntary, it means the capacity of the consumer to reduce his 
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consumption. To tin's extent tlie in-oductivity of the tax — an essential' con- 
.sideration in the case of all taxes — is reduced or at least threatened, and there- 
fore the tax is not a good tax. To the extent that he pays the tax it is in. 
most cases compulsory iiecausc in consumption we presume that ho inakes the- 
best distrihulion oj his expenditure in his purchases. At any rate this evasion by 
reduced consumption is possible in the case of a luxury or superfluity. The- 
demand for this is elastic. 'J’liorcfore, .a large reduction in demand will follow a. 
conijmrativcly small tax imposed. Thus the amount coming to the Government 
will he at the cost of a largo reduction in the consumption and therefore a 
large reduction in the production of that article. Although the incidence of' 
tlie tax will fall upon tlie consumer, its effect will he more widespread because 
of elastic dennnd, fl’o the consumer it i.s tlie loss of utility from the rcduc-ad' 
portion vtinm the original price ; to its producer it is the loss of profit on the- 
reduced portion of the output. This, of course, has 'almost interminable repercus- 
sions on other articles in the case of an article with fairly large consumption. And 
the tax will not. be worth much if the article has not a fairly large consumption. 

I would, however, call an indirect tax the best tax on another ground, viz., 
that it is not felt as such and therefore is less grudgingly paid. 

Q. I'-. — ^Tho question does not arise after the above .answer to Q. 21, 

Q. S3 . — Both tobacco and intoxicating liquors are luxury or superfluity. 
Economic.-illy they may oven reduce ctncicncy. But tlicy are additions and 
tliercforc tlie demand for tliem is not^ elastic. If so, a rise in their prices on- 
the imposition of a tax may not proportionatelj' reduce their consumption, 
.•materially. Human nature being v.-hat it- is, the reduction usually comes more 
from other articles which may bo cffic'cncy necessaries than from these. If so,, 
or to the extent that it is .so — and wo holievo that to a large extent it is so — 
the tax cortaini}' imposes economic burden, often very heavy too. In such 
cases of luxury whoso demand is inelastic the incidence of a tax falls less upon- 
it tlian, by shifting by readju.stment of consumption, upon other and Jess 
harmful or positively useful articles. This is not meant to be a plea for not 
taxing tlicse articles but a caution which is often not realised, as it is apparently 
not in tlic quotation if its context docs not qualify the statement,^ 

It should be noted tlmt the above discussion docs not de.al with the question- 
of reducing the consumption of these articles for social benefit but purely "ivith' 
the incidence of a tax upon them. 

Q. 5.^. — A tax upon cntort.niViments will certainly bo welcome, for such con- 
sumption can never be addiction in tho .sense in which tobacco and intoxicating 
liquors are. This tax i.s voluntary to a much greater extent, although I think 
♦ hqt it is wrong on principle to presume th.at in calculating the incidence -or 
the tax system as a whole, this burden should not be considered as such. A 
voluntai’y burden is a real burden inasmuch as it reduces the taxable capacity 
of the payor. The answer to Q. 21 also applies to this case. 

A tax on railway tickets is re.ally a rise in the fare charge, only distributed' 
inequitably bec.ause it is usually a fixed sum irrespective of distances which 
one may travel, because the higher classes are not taxed at a proportionately 
higher rate, and because it falls upon some only, that is, the points at which 
the tax is levied. If it be levied on all it would be better as a lax. But it- 
would bo dangerous, for the expected benefits of the recent separation of tho 
railway budget from the general budget will be reduced by permitting inter- 
ference in railway tariff for the interest of the general budget. On this ground 
I would disapprove of it on principle. If it has to be levied it would be better 
i/O charge it from the railway budget leaving the latter to realise it from the- 
consumers in the best way possible. It will be best if it be avoided, at any 
rate now just after the separation of the railway budget. 

Q. 25 . — I think that this is hardly possible. Toba6co is taken' by all classes 
whether in the form of -smoking cigarettes or liooha or taking snuff or chewing" 
the loaf. Liquor is taken by some from all classes of the society, and no class- 
as such can be definitely isolated, who can be easily taxed otherwise. Tho 
same is for railway journey. The wliole point here is whether the class as 
such can he so definitely ascertained that the incidence upon the class cap be^ 
estimated and corrected by the levy of some other tax or taxes. I have nqfc 
got any materials for judging but I feel that the answer to the question is ini 
the negative. 



247 


Q 27 — ^Every member of the comitHinity cannot bear a tax, however sni^U 
jt may be There must be exemption for some although it is very difficult to 
levy any indirect taxes on necessaries without burdening them The or^y general 
test for exemption that I can think of is whether the man or the man whose 
dependent he is earns an income or not Bat how can this test be applied in 
the case of indirect taxes’ 

Q B8 — As the question is really political, I would answer it very briefly 
My answer is yes, for representation from the various classes of the community 
reflects more accurately than any other means the burden and miustice if any 
of the taxes the incidence and effects of which are extremely difficult to trace 
'and yet necessary to do so in order properly to apply the principles of taxa 
tion 

Q 29 — As far as possible taxation should be indirect not because it becomev 
thereby \oluntary but because (1) it is more convenient to paj, in fact it is paid 
by instalments at convenient times by the ultimate payer (2) it is rarely felt as 
a tax and hardly as a burden except on its first imposition and except when it is 
very high, and (3) it can be more conveniently and economically collected by the 
Government 

In order to attain to th® principles of taxation, which, by the way, are to 
be applied to the tax system as a whole and not to each tax separately, it 
IS necessary to keep some direct taxes In India the only important duect 
tax IS the income tax the land revenue not being one Vtde answer to Q 96 

Q 30 — A poll tax has a bad odour about it If operated with sufficient 
precaution and with necessary exemptions, it may work But in taxation as 
in any other affairs of governance sentiment has a large place 

Q S3 —It seems to me that we are not fat from the limit in the income tax 
in India If an increase is necessary, 1 fear, Uiat we shall have to lower the 
limit of exemption and increase all through the graduation An Indian i^ifh 
Sji income of £500 pays 3 12 per cent as against 5 5 per cent in England 
It may be argued that m England the standard of living is higher than m 
India But tin dependants of an Indian, because of the.system of joint familj, 
are much larger Also a high tax reduces the effective income and therefore 
hinders a rise in the standard of Imng as judged by its effects upon economic 
efficiency It appears that incomes between £1,000 and £10 000 are com 
parativeiy lightly taxed in India If compelled to raise the income tax I 
would levy a small tax on £100 and a higher rate on the above incomes than 
now before I would go to incomes I elow £1,000 and above £10 000 

Q S5 — Unearned incomes should rof>«t certainly be taxed at a heavier rat& 
than earned incomes In India th s should particularly be so in the case r-f 
big incomes from land But such incomes now go practically untaxed with 
the result that earned incomes — from trade and industry and profession — have 
to make up for them Indeed, a few years ago, 1920 if I remember aright, 
a proposal that a landlord s other income should be taxed at a rate to he 
assessed by the inclusion of bis income from the land, which itself was to 
remain untaxed was rejected by the Central legislature I would call this 
highly unjust The difficulty, however, in the case of unearned incomes is 
to ascertain their exact amounts If a liberal margin is left out I think that 
it is quite practicable to tax unearned incomes, and they should be taxed heavily 

In the case of ‘sums shown to have been invested in productive enter 
prises the tax should not be on the sums but on their incomes because the 
jncorae tax in India is imposed upon the income and not on its capitalised 
value As tho sums are employed in productive enterprises I would not tax 
their income as heavily as incomes from land, although more heaiilj than 
incomes earned directly But does not the income from the sums invested 
i represent enterprise’ If so, will not a too heavy tax discourage saving’ 

Q SS — ^No If attempted, it will lead to grossly inaccurate results Fverv 
big joint family has some dependants who are verj distant relatives hut are 
really servants in the family All these would at once be raised in official 
statements to the dignified statns of ml dependants upon the income of iho 
joint familj 

Q SS — I am wholeheartedly in favour of removing the exemption of incomes 
from agriculture For purposes of Q 35 tho distinction between the farmer a 
income which is earned and the income of the absentee landlord or the monev 
lender owner which is unearned is necessary I cannot say anj thing accnrstelv 
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nkiut tilt' propovticn of ncluiil inniiers w!io will he nfiectcd under the present 
limit;, of iiM'inptifin. Hut I sluuild think ihnt a very lur^o inind)cr will bo 
I'Xfinpted’ and deM i vedly ro. On the other hnnd. I Vhrsuld think that the in- 
crea.M' in tiie i-'-vimue from the ineome-lax will very snlistantially incieato as li 
rcrtilt of the nh’^entee and the rnont-y-lcrnler-owner contiiij; within the net. 

ij. d/',--l am not inclined to ayree with the siatement. 1 have not fho 
fj^ni't". lor tho ohfdo <if India. Hnt in Jleintal where (lit; .‘-.y.tteni of zeriiiridary 
temn-e preViii!'. (iuvernmenl yet an ineonie of ahont four and a half crores of 
rupees out of a total estimated rental of eighteen crore.t. I feel that an income- 
tax' of about one eroi-e es:i he raised if the prc'-ent rate he applied. As Kaslcnt 
India Ino. extensive aemindarie-, where.T<i AW.vtein Indi.i lias only .a few, I 
woidd I'xjeet about eiebt troie*. of rnpee.s instead of "from sixteen to twenty 
»ror<'. of rupees". Itut my estimate is a puie yue.ss. On the oilier liaiul, if tlio 
n.'irmal late for land jeveiuie be eharyed m llenKid, viz., fifty jier rene of the 
rental, the increase in revemie from Iteiiyal alone xvill be about four and a 
half crores. 

Q. -I do not feel like ifyieeiny. The nrynmenl is that hecanse the agri- 
culluiist i.s hard pre-si-d without any e.xemption. therefore the othcr.s should 

be drayyed down tn the same quaymirf', The comparison xvith the minimum 

of other countries is not quite accurate. The normal .sire of the family in 
India is higher than in other countrie;, where the .sy.stern of joint family does 
mil obtain, where tiie v.omen have some ine.ans of earning, and where, like 
India, if there is one man eaining two thousand nqices there are not two 
liUndrods who <Io not and wiio fiartly dcjiend on a rel.ative who does. However, 

if there be urgency for raising more revenue, I wmdd agree to reduce the 

e.xemption limit to fifteen hundred tupces. The figure:!, a.s quoted in the Note 
to the qtiei.fion, do not f.atre into account the rise in llie price level. J tliink 
that (!;e ptuchasing power of fiftivn hundred t-upees to-day is approximately 
the s.ame as that of less th.an five Imtidrod rupees in 1862. Thus the present 
exemption of two thousand rupees i.s not much liighcr than the exemption 
of 3862. 

(.>. .J/. — In spite of the atlompled improvements T hclieve that partially at 
any rate the income-tax is a tax on honc.sty, Casc.s are not unknown where some 
people keej) two entirely different sots of accounts, one for their own use and iliO/ 
other for the consumption of the income-tax ofTicial. I thinJ: that the question in- 
volves Imsine.ss morality and civic sense as also the prohahlc fact that the assessing 
agency may not he ahove temptation. 

Q. 4-. — This vould not avoid tlie difficulties ]K)inted out in answer to Q. 41. 
^foroovor, the Indian sx-slein of keeping accounts x'aries much from province 
to province. The suggestion of the Indian Industrial Commission that Indian 
business sbould bo compelled to keep accounts on the English .system is absurd. I 
would rather compel every bank to have an auditor xvho understands the Indian 
system of keeping accounts. 

Q. JfS. — ^W'ilb the first quotation I substantially agree. But in order to make 
the small number of taxes very productive they mu.st be imposed upon articles , 
of wide and general consumption, wliich in India would mean necessaries of life. 

The second quotation is only theoretically correct. It is apparently not realised 
that a tax ns such becomes ineffective to the extent that it discourages consump- 
tion. The social effect may be good but productixuly is the first desideratum 
for a tax. IMoreover, as already pointed out in answer to Q. 23, if the ax'ticles 
are addictions, efficiency necessaries maj' bo reduced rather than these. 

7?c the third quotation I do not agree with the first part even as a counsel 
of perfection. More luxuries can never yield a x'ery high income as their demand 
is elastic. The poorer the country is. 'the greater is the elasticity of demand 
for luxuries. Few such taxes in India would yield big revenues. Also it is 
idle to say that “in a country xvliero three-fourths of the population consumes 
no luxuries " there is no' hardship in such a fax ”, that is, a tax on necessaries. 
The hardship is great indeed. Wo should rather say " there' is no option hut 
•to have such a tax ”. 

— I think that graduation in indirect taxation is practicable in all cases 
where the present lex'y is ad valorejn. Whether or not ad valorem imposition 
is advisable is a different question. FiVe also answer to Q. 95. 

Q, 51 . — Yes, I generally agree with the statement quoted. 

With the assumption, yes. 
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Q 53 — The basis of comparison implied in the question is "wrong hen 
-compared with other countries the incidence per head is useless unless we hnow 
-^he income per head of those countries the standard of living, and other demands 
made by taxation As a rule the lower the income is the higher is the cost of 
-necessaries in proportion to that of hiannes and other things This has been 
“established by Engel s law of conxnmption The higher the proportion of the 
-cost of necessaries to the total expenditure the greater is 171*0 fatto the burden 
■of a tax on necessaries Also the lower the income the greater is the value of 
money and therefore the greater the bnrden which like a tax on necessaries 
■one IS compelled to bear Therefore unless the abose relevant facts are known 
it is impossible to say whether the pr'*sent rate of salt tax in India is high or 
low Also sentiment is important here 

Q 55 —Yes, if the Government monopoly can really secure the economies of 
large scale production Even the Government that is most efficient as govern 
ment is not necessarily a good business manager, the two functions are so 
-entirely different 

Q 56 — The idea is wrong The* duly will simply raise the normal price 
of salt and make it as scarce as it became in an exceptional emergency like the 
Tate war for which no country can make adequate provision in anticipation 

Q 5S — I would advise Goxernment not to think of interfering in such 
measures It would onlj unsettle things and create suspicion So long as there 
is no fraud or apparent injustice, it is outside the scope of Governmental inter 
ference 

Q 59 — That depends upon the reKtixe positions of the centres of production 
nnd those of distribution Tins is a matter of detail and will be best left to 
the administrative machinery 

Q. flO— U will be too costly for a vast country like India But if it were 
practicable it would make the salt (ax one on consumption only instead of as 
at present a tax also on the production of those who are least able to bear it, 
ns, the ordinary agriculturists 

Q 61 —In particular areas, ves Generally for the whole of India, no, fop 
the present and a long time to come 

Q 6S — I do not advocate total prohibition on the ground that it should be 
left to the choice of the individual consumer who should be educated by 
jpropaganda 

(a) IS impossible None of the means suggested is less burdensome than 
the present excise lexcnne 

(b] IS better But this would mean tapping sources which I would consider 

as reserved for emergency use rather than as a suitable substitute 
for the excise duty 

Q 7S — ^\es Eiery tax means some interference with the economic activities 
• of the people concerned The nature and elTect of such interference are most 
•difficult to discern but there is no doubt that they are there So the aim 
should be minimum interierence Such interference can be justified by over 
•whelming benefit to the Slate, to be judged by the amount of the revenue 
as also by the urgency of the needs of th“ State Hence a few articles should 
be taxed which yield a large revenue Also this tends to reduce the cost of 
collection But the number and variety of suqh articles should be such as to 
impose, as far as possible, equal burden in proportion to abilities If some 
readjustments be necessary that can be done through 'ome other taxes, direct 
or indirect or both It should be noted in this connection that in order to 
derive a large revenue by taxing a few articles they should be articles the 
consumption of which is very wide In a country so poor is India where few 
luxuries are consumed widely by the masses of the people, they tend to be 
necessane® bare or efficiency Therefore, the burden upon the poorer classes 
-tends to be greater than upon the rich. This should be kept m view when 
■deciding upon the articles which are to be taxed and when imposing other 
"taxes to realise equality m taxation 

Q $3 — Id valorem duty has the advantage that the burden of the tax 
wanes, as it should, according to the pnee, that is according to the ability of 
-the article to bear a tax But the dmdvantage is m the imposition of the 
"tax where a good deal of uncertamlv and therefore of scope for fraud, corruption, 
aand extortion comes in On the other band, pro rata or specific dutv makes 



nlit)U( tlio proportivii of nctual fiirinerf. wiio v,in lie affcctotl under Uic preseni 
limits of ^ Hitt I titouifl think ihnt u very larf’o number will bo 

oxeiiiitlctr nnd de ^. rveaiy *<». On the other imud. 1 shotihl think Ihnt the 5n- 
<ie:u>e in the revenue from (he inmine-tax will very i-ubhUintinlly incronso as a 
rcMilt of the aieentee nnd the numey-leniler.ov.iifr cominy tvithin tho net. 


<h e.'h—l .-tin not iiiHined to aKreo with the ‘.tatement. 1 have not ^ot the 
fnjiiie’. for the uhuh‘ of India. lint in ]Ient;.il v.heie tin- system of '/.emindaty 
tenure prevail*- f hiveinnu'nt pet an ine'ime of e.h(iul four and n h.nlf crorcs of 
rupees out. of a total esfiinitid ri'Utal bf eiphteen rrore;. I frei (hat an income- 
lav iif about one fiore eau be ras'ieil if tiie preont rate be a.jiplied. Ar> Kastern 
Itiiiit! has ('vtensive r,(>niindarit" v.herea*! \Vf.tern liulin has only a few, I 
v.'ituhi exjen-t about eii;ht ev«'res of lupe.-s iii'.ti’.ad of *' from si.xteen to twenty 
ooifs of rupees llul inV estimate is u pme ttinrs. On the tnher luiiul, if tho 
lioitu.al rale for land teveiute be eh.irited in Henc.'d, v>:.. fifty jur eenb of the 
rental, iht> im-reme in revetnie from llenpal {ihino will be about four and a 
half eroro'-, 


(J. do not fci'l like it^Meeint:. The argument i.s that becau.se the agri- 
culturist is hard pressed witiioui any exemption, tlierefore the others .should 

be dra«t:ed down to the «atne »nm):mir<\ The cfjtnp.ariwm with the minimum 

otimr eountric- i^- no* quite aceinate. 'J'lie normal i-ire of the family in 
India is higher (lian in other romitrie;. where the .’.y.stem of joint family docs 
JK>! obtain, where tiie women have some me, in*! of earning, and where, like 
India, if there is on*' m.a>i earning two thousand rupoe.s there are not two 
hundred*, wlm <(o not and who jiarllv depend on a relative who doe.s. However, 

if there b,' nrgi'iuy for raising more revomie, T would agree to reduce the 

oxemptisin bunt to fiftfen hundred rupees. The figure!., as quoted in tho Xoto 
to ilie qnc' (ion, do not take in*o a‘e*mnt the rise in the prire level. I think 
that the purchasing powm- of fifteen hundrorl rupees (o-day i.s approximately 
the Mime as that of bss than five hundred rupees in 1862. Thus tlio prc,scnt 
e.xemjition of two thou* and rupee.s is not much higher than the exemption 
of 1862, 

(?. 41* — It* spile of tlie attempted improvement.s T believe that partially at 
any rate the income-tax is a tax on lioncsty. Cases arc not unknown where some 
jiebple keep two entirely different sots of accounts, one for their own use and itie^ 
other for tho eon.sumplion of the inrome-tax offieial. I think that the question in- 
volves Im.sine.ss morality and civic .sense as also the prohablo fact that tho assessing 
agency may not be above tcinjitation. 

(I. ,<?. — This would not avoid the ditficiilties pointed out in answer to Q. 41. 
'Moreover, tlie Indi.an system of keeping accounts varies much from province 
to province,. The suggestion of the Indian Industrial Commission that Indian 
business .should be compelled to keep accounts on tho English .system is absurd. I 
would lather compel every hank to have an auditor who understands the Indian 
sy.slem of k.ecping aceounts. 

Q. JfS . — Witti the first quotation T suhstanlially agree. But in order to make 
tlio small number of taxes very productive they must be imposed upon articles , 
■of wide and general consumption, which in India would mean necessaries of life. 

Tho .second quotation is only theoretically correct. It is apparently not realised 
that a tax as such becomes ineffective to the extent tlint it discourages consump- 
tion. Tiio social ofToct may be good but productivity is the first desideratum 
for a tax. I^Ioreover. as already pointed out in nn.swor to Q. 23, if the articles 
arc addictions, efiicioncy necessaries maj' be reduced rather than these. 

7?c the third quotation I do not agree with the first part even as a counsel 
of perfection. IMore luxuries can never yield a very high income as their demand 
is elastic. The poorer the country is. the greater is the elasticity of demand 
for luxuries. Few such taxes in India would yield big vevenue.s. Also it is 
idle to say that "in a country wlierc three-fourths of the population consumes 
no luxuries " there is no hardship in such a tax ”, that is, a tax on necessaries. 
The hardship is great indeed. ^Yo should rather say “ there is no option but 
to have such a tax 

(2. 50. — I think that graduation in indirect taxation is practicable in all cases 
where the present levy is ad valorem. Whether or not ad valorem imposition 
is advisable is a different question. Vide also answer to Q. 95. 

Q. 51 . — ^Yes, 1 generally agree with the statement quoted. 

(j. — With the assumption, yes. 
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Q 53 — The basis of comparison implied ra the question is -wrong When 
‘Compared -with other countries the mcidence per head is useless unless we know 
-the income per head of those countries, the standard of living and other demands 
made by ta-vation As a rule the lower the income is, the higher is the cost of 
-necessaries in proportion to that of Itl-vnries and other things Tins has been 
-established by Engel s law of cousumption The higher the proportion of the 
cost of necessaries to the total expenditure the greater is i/no facto the burden 
•of a tax on necessaries Also the lower the income the greater is the value of 
money and therefore the greater the burden which like a tax on necessaries 
one IS compelled to bear Therefore, unless the above relevant facts are known 
it is impossible to sav whether the present rate of salt tax m India is high or 
low Also sentiment is important here 

Q 55 — ^Yes, if the Government monopoly can really secure the economies of 
large scale production Even the Government that is most efficient as govern 
ment IS not necessarilj a good business manager, the two furlctions are so 
-entirely different 

Q 56 — The idea is wrong The" duty will simply raise the normal price 
of salt and make it as scarce as it became m an exceptional emergency like the 
late war for winch no country can make adequate provision m anticipation 

Q 5S — 1 would advise Government not to think of interfering in such 
measures It would onlj unsettle things and create suspicion So long as there 
IS no fraud or apparent injustire, it is outside the scope of Goveinmental inter 
ference 

Q 55 —That depends upon the relative positions of the centres of production 
and those of distrioution This is a matter of detail and will be best left to 
“the administrative machinery 

CL ffO— It will be too costly for a vast country like India But if it were 
practicable it would make the salt tax one on consumption only instead of as 
at present, a tax also on the production of those who ore least able to bear it, 
1 IS , the ordinary agriculturists 

Q 61 —In particular areas, ves Generally for the whole of India, no, for 
the present and a long time to come 

Q 62 —I do not advocate total prohibition on the ground that it should be 
left to the choice of the individual consumer who should be educated by 
;propagaada 

(а) is impossible None of the means suggested is less burdensome than 
the present excise tevenue, 

(б) 18 better But this would mean tapping sources which I would consider 

as reserved for emergency use rather than as a suitable substitute 
for the excise duty 

Q 75 — ^Yes Every tax means some interference with the economic activities 
• of the people concerned The nature and effect of 'uch interference are most 
•difficult to discern but there is no doubt that they are there So, (he aim 
-should be minimum interference Such interference can be justified by over 
whelming benefit to the State to be judged by the amount of the revenue 
as also by the urgency of the needs of th“ State Hence a few articles should 
be taxed, which jield a large revenue Also this tends to reduce the cost of 
collection But the number and variety of su^h articles should be such as to 
impose, as far as possible, equal burden in proportiou to abilities If some 
readjustments be necessary that can be done through some other taxes, direct 
or indirect or both It should be noted m this connection that in order to 
derive a largo revenue by taxing a few articles, they should be articles the 
-consumption of which is very wide In a country so poor as India where few 
luxuries are consumed widely bv the masses of the people, they tend to be 
necessarie". bare or efficiency Therefore, the burden upon the poorer classes 
-tends to be greater than upon the rich This should be kept in view when 
•deciding upon Uie articles which are to be taxed and when imposing other 
taxes to realise equalitj in taxation 

Q SS — 4d valortm duty has the advantage that the burden of the tax 
aaries, as it should, according to the pnee. that is according to the ability of 
'-the article to bear a tax But the disadvantage is in the imposition of' the 
tax where a good deal of uncertaintj and therefore of scope for fraud, corruption, 
sand extortion comes in On the other hand, pro rata or specific dutj makes 
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for certainty but involves the same burden on good and bad qualities of articles, 
I would have a combination of the two. The rate of taxation should be fixed 
according to the value. But its imposition should be pro rata. This can be 
attained by having a classification of the articles to be taxed into different grades 
according to their value, and taxing each grade of article according to its weight 
or volume, that is, pro rata. ’ 

Q. 87 . — Productivity of a tax covers a multitude of sins. So, the use of a 
tax like those included in Annexure K depends upon its productivity subject,, 
of course, to the question of justice of its imposition. It seems, to me that a 
tax, fee, .or license, duty may profitably be imposed in India in regard to the 
following : auction sales when they are organised and on a sufiiciently large- 
scale, otherwise the cost of collection will be too high; bicycles, if the tax is 
not very high and does not interfere much with their wide use in the business 
life of the people; entertainments that are organised on a sufficiently large 
scale to be taxed without an army of inspectors, etc'. 

I think that if there be any pressing need for revenue the following may 
also be included : ' „ , 

(1) Advertisements. The revenue is likely to be good but the tax vrill fall' 
upon trade and industry. (2) Banking transactions. In order not to hinder wide- 
development of such transactions among the masses of the people, which is-' 
and should be the present policy of Government, I woidd tax such transactions 
only after exempting transactions below a certain minimum. (3) Insurance. 
The same considerations as in (2) apply here. (4) Motor cars. As these are- 
not produced in the country and as they already pay a heavy customs duty, I 
would tax them further by imposing a license fee only when there is ui-gency 
for raising more revenue. (5) Safe deposits. If necessary,- 1 would tax them 
but only after exempting a minimum. This tax can, however, be evaded, by' 
distributing such deposits in various banks. But the income from them being- 
in the nature of unearned income, they are a fit subject for taxation. (6) Tourists. 
Their number is increasing. < They are certainly a fit subject to be taxed. But- 
the revenue is likely to be small and the trouble and vexation to the tourists- 
are likely to be disproportionately great. 

I would not substitute any of the above for the whole of any existing tax.- 
But I would impose some of these taxes in order to reduce some of the existing 
ones. Bor example, the salt tax may be reduced to what it was in 1924, 
especially in view of the strong sentiment against its increase. I would also- 
reduce slightly the sugar duty if it is not meant to be protective. I would- 
drastically reduce the export duty on hides and skins, the export trade in which- 
is likely to be killed if the present tariff be not revised early. ‘ 

Q. 89 . — ^For non-economic reasons the stamps collected on judicial proceedings- 
should be so limited as just to pay for the cost of courts, including pensions'- 
of officers and capital cost of buildings. In India it is notorious that the- 
illiteracy, ignorance, and poverty of the people are often handicaps for them 
in getting justice, especially against a strong, rich, and wily party. Therefore, 
it should be made as cheap as possible; Even if it be not practicable to do so- 
I would reduce to the minimum the stamps on rent and other suits which affect" 
the cultivators and other small holders of land. 

Q. 90 . — -Hobson is right. But almost all taxes are in restraint of some- 
economic activity and therefore of production in the broad sense. 

Q. 95. — Vide answers to Q. 24 and Q. 87, subject to the answer to Q. 21. 

I would extend +he tax in all provinces if the revenue justifies such -extension. 

I believe that the cost of inspection and collection will not be very great if 
entertainments of a certain organised types carried on on a sufficiently large scale_; 
are taxed, e.g., cinemas, theatres, circuses, races, etc. In fixing the amount of 
the tax I woujd take into account the fact that some of these entertainments, 
especially cinemas, are not merely entertainments but that -they have some- 
educative value; also that innocent entertainments have a healthy social effect, 
especially in a big city where unhealthy- or immoral entertainments which cannot 
possibly be taxed are abundant. The principle of graduation or progression- 
{vide Q. 50) can be applied in the case of all entertainments where the customers- 
are divided into classes obtaining entrance by paying different amounts for the- 
tickets. 

the purpose of the present Committee I would define a ta.v as tf- 
compulsory payment by the subjects to support the public powers, which _ is- 
charged in order to cover their expenditure and which therefore varies accordingr 
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to the needs for that e'cpendjture I ^ould da^nc rent as the surplus of tho- 
income from land or any other fre^ gift of nature allowed by social custom to 
be appropriated o\er the cost of production which includes normal wages "onnal 
interest, normal earnings ol management and normal profitAthat is that which 
accrues to the owner of land because of appropriation alone, and which tlierefore 
vanes without any reference to the neeiU for expenditure on the part of the 
public poweis or other owners of land As Baden Powell pointed out iong 
ago it is • a war of words to try to classify Indian land revenue either under 
• tax or under rent ’ ‘ It resembles a tax because it is a compulsory payment 
out of the income from production but it difiers from a tax inasmuch as it 
varies according to the rules of assessment which have nothing to do with the 
needs of Governmental expenditure It resembles rent because it vanes with 
the surplus which is true economic rent but it diHers from rent inasmuch as 
it is only a portion of economic rent The above considerations of principles 
apply to all the svstems m force m the different P'^rts of India although in 
permanently settled areas the amount is very muen leas than m other area 
and in rvotwan wstems it more ipproaclies rent than in zam ndvri or other 
systems 

Q '97 —The prosperity of the cultivator is partially affected bv land revenue 
especialis in the case of holdings in rvotwan areas which just ^leld the economic 
income for maintaining the familj lor the normal wages and normal profit in 
agricultural operations are elastic terms and may or may not cover the efncicncv 
expenditure of the cultivator and bis family In tl e othei system it is not 
directly land revenue but the rent m the popular Sense paid to the zamindare 
which affec*s the cultivator, here, however tenanev laws protect him although 
not as effectively as might be desired In cenerai the economic prosperity of 
the cultivator except on the margin of prontalle cuUiv ation— -and the number 
there is large m India—is not materially affe<ted bv land revenue as fixed lui 
principle and law There is, liowever a good deal of criticism of the apphea 
tion of the principle and tiie admmistiation of the law 

The causes which reallj affect the prosperity of the cultivator can be consi 
dered under two beads The prosperitv of every producer depends upon (1) 
the price which he receives for his prodnet over and above his cost of produc 
tion and (2) the price at which he has to buy the articles which be consumes 
In the case of the cultivator the former is affected by whatever depresses his 

f irice This is so by every sale m advance irrespective of the price which is 
ikely to follow bv every form of ignorance of and want of capacity for handling 
goods which will greatly improve tiieir value (tide Report of the Indian Indus 
trial Commission Chapter V section 87) and bv every uncertainty of the market 
which IS due to want of proper organisation Secondly his cost of production 
increases by every wasteful method including too great subdivision and frag 
mentation of holdings and burning of dung as fuel instead o! being used as 
manure by every illegal exact ons in which the country abounds by every loan 
at an exorbitant rate by rise in the rent vvbich depresses or does not allow 
him to raise his standard of living and therefore his standard of efficiencj and 
by his illiteracy which prevents him from understanding his accounts and there 
fore be defrauded and pursue wasteful methods without being conscious of that 
On the other hand the price which he pays for the articles which he consumes 
affects his prosperity Ev ery rise tends to depress his economic well being as 
every rise in the prire of his product tends to raise it as also any increase in 
the output as a result of improvements which increase the output more than 
the inoTpase in the cost of production 

In this connection I should especially point out that— I may be permitted 
to use strong expressions since agriculture engages such a larga portion of the 
population of India — ^the craze or fad for dev^oping manufacturing industries 
tends to increase the price which the cultivator pays for Ins consumption and 
to decrease by proposals of export duties on raw materials like cotton oilseeds 
etc the price which he gets for his product I consider this want of consi 
deration for the economic welfare of the majority of the nation as nothing shoit 
of criminal 

Q Sj>— The only means of avoiding this inequality is to apply the tabular 
standard In fact this is one of the objects of the tabular standard But in 
fndia prices vary m different paits and the statistics are inadequate and 
Unreliable To this extent the inequality is unavo dable 

Q 100 — T ide answers to Q 33 and Q 40 I think that such exeraution for- 
agricuitunsts income would be impossible to obtain directly unless there i^ 
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'fractionisatioH in tobacco cultivation tlough not in liolilings. But there seems 
■to bo no practicable remedy for this an jmaly. The country is too vast' for the 
French system. There will be too high cost in maintaining a very lai-ge jiumber 
•of curing premises if the English system be adopted. 

Q. 125- — FiV/c answer to Q. 122 (1). There must be gradation according to 
quality. Otherwise the operation of the tax will be most unjust. 

Q. !2G.—No. 

Q. 727.— No. But by negotiation the attempt may be made to fix a tobacco 
•tax which will be imposed also in the Indian States. This difficulty is inlierent 
in all inland taxes imposed in British India and not one peculiar to tobacco. 

Q. 129. — If it is a tax on consumption I see no reason why there should be 
any such exemption. Other consumers of tobacco, with equal or .less income, 
•c.g., the labouring classes, will pay the tax while the grower would escape. 

Q. ISO. — The rate,' if fixed pro rata, should be such that the rate ad valorem 
be not at least higher than the ad valorem rate obtaining in the customs duty 
Of course, this can bo fixed only approximately. But the imported article should 
be taxed at least equally, if not at a higheV rate than the inland rate when 
•converted into ad valorem rate. 

Q. ISS. — Vide answers to Qs. 83 and 130. There must be gradations according 
to value. On each grade the ad valorem duty should be charged after converting 
it into a pro rata duty. 

Q. ISG. — Ft'dc answer to Qs. 122 and 123. If the system of license be adopted 
I would have (c), that is licenses to all applicants on paj’ment of a moderate 
fixed duty. The object here is to raise revenue and not to control consumption 
^ -or reduce it. Therefore, wide facilities should be given for sale and any 
monopoly should bo avoided. For monopoly price, although theoretically, it 
may be less than competitive price, is rarely so in practice. As every monopolist 
would try to have the maximum monopoly profit the sale may not be tlie largest 
possible amount ■which alone would bring the maximum revenue to the State. 

Q. 1S7. — ^Yes, There is no doubt that such change of hands is a fit subject 
for taxation provided that the duty is not extravagantly high and provided that 
-a certain minimum is exempted. The latter need bo very moderate, half or less 
«of the minimum exempted under the income-tax. If necessary the collection of 
the tax may be spread over some time if the property changing hands be too 
small to pay the (whole tax at once. 

Q. ISS. — I think that all these methods would be appropriate for India. The 
rate of the tax should vary according to the size of the estate, that is, it should 
Be progressively graduated. I would impose this rate on the property before it 
is divided among the heirs or the legatees or the donees as the case may be. 

In the last case it should be charged on that pa^’t of the property which is 
transferred without any reference to the whole property of which the former 
was a part; this will be the only practicable method although, to evade the 
graduated tax, gifts inter vivos are likely to be in parts. Over this general 
lax a special tax, also graduated, should be levied upon those ■who are distantly 
related to the deceased owner or the testator or the donor. I would exclude 
from the operation of this Special tax, the inheritors who are members of the - 
same joint family as the owner, except perliaps in' the case of the coparcenei's, 
that is, when the property passes by survivorship and not inheritance. Among 
the distant relations there may also be graduation according to the distance of 
relationship with the owner although this will not be of much practical import- 
ance. Finally, there should be a second special tax over and above the general 
tax imposed according to the size of the estate, the rate of which should vary 
.according to the amount inherited by each individual heir. For this tax 
I would also have a minimum which will be exempted but I would make this 
•minimum as small as administrative convenience would determine it. 

Q. 139. — (1) 1 take the quotation to refer to changes of the rates from time 
to time and not to the application of the principle of graduation. If so, any 
•change affects -and distinguishes all subsequent levy of the tax as against that 
before the 'new tax. Such inequality arises whenever there is any change in 
•any tax, although the incidence as related to individuals would ■vary more in 
this tax than ' in any other, ^for 'this tax would be paid once for all on each 
-t.iT.nsfer of, property. But no Government can fix unchanging rates for all time. 
Therefore, although I would not change the rates of this tax frequently, I would 
■not mind a change if the exigencies of Government finance, demand .that. 
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(2) Yes OUienMse there is !ikelj to be uncertainly, evasion, and corruption 

(5) I am inclined to disagree m spit® of the very high authority of Taussig 
2*robabIy the circumstances of India differ from those of the United States of 
jtmcnca It seems to me tint the reveirae from a tax on property should go 
to the province m which the property is situated The revenue from the income 
J,ax on the same propertj should go to the province m which the person enjoying 
-the income resides Ihis principle seems to me to be both simple and efficacious 
iSo much injustice, jealousy, and ill will have been generated by the financial 
relations between the Central Government and the Provincial Governments that 
I would not create a new source of tionble by having another very important 
tax which IS to be collected by the Central Government and distributed among 
the Provincial Governments 

(?. 140 — Of the systems given in Appendix P I would adopt the English 
system as simple and rational In Legacy duty and Succession duty I would 
ndd a fourth gradation which should be the last but one, nz , any member of 
the joint family other than the first and the second, and I would put the rate 
-of the tax for this item at 7^ per cent 

Q 147 — (a) seems to be the only rational application of the tax The death 
affects that property and nothing else should be charged (6) will be very 
unjust The managing member is and ought to be an elderly member of the 
family This means that the whole property will he paying the tax every ten 
_years or so on the death of this elderly member 

Q 1^2—1 entiiely agree The revenue from the larger estates can easily 
Cbear any cost of collection whiA may be entailed by setting up a new machinery 
for that purpiwe 

Q JiS—Vide answer to Q 137 An evemptioo minimum is necessary Also 
the tax should be leviea upon the share of the deceased and not on the whole 
joint property, thus providing for the objection of Sir James Stephen It it 
-^ete possible to take account of the number of heirs of the deceased and vary 
the tax inversely as the number, especully for property up to the value, not 
income, of a certain fixed amount, 1 would have that But this may bring about 
too much complication as in Prance If so, I would fix the minimum for exemp 
lion to the value of a higher figure than Bs IS, 000 winch I would otherwise 
propose 

Q JJf— I think that it would not be practicable to tax movable property 
•<ither than slocks and shares Bank deposits may be taxed but in India it 
would mean a great discouragement to small deposits In view of the great 
Tieed for banking development in India 1 would not tax bank deposits Hoard, 
whether cash or kind or ornaments, cannot be taxed without having "Vecourse 
to means which will be of an inquisitorial nature and which will he very much 
resented ‘Also there is hound to be evasion on a large scale, and the tax will, 
therefore, be a tax on honesty 

Q 74^* — I would have the same exemption as ip England tic Bs 1,500, 
for although the standard of living is higher in England, the joint family 
svste/n throws more dependants upon the same income and neutralises the 
difference Also itde answer to Q 143 If a sliding scale n introduced on the 
^Dasis ot the number of children — sons and unmatned daughters — the minimum 
iray be low Otherwise it should he comparatively high 


Dr. Basj gave oral evidence as follows 

v TAe President Q — ^You are Vice Principal and Professor of Economics, 
"Holkar Col)ege^ 

A— Yes 

Q — ^Where did you lea’-n your economics* 

A — In Calcutta 

Dt Ilyder Q — In reply to Question 13, you say you would rule out (a), t e , 
.3 bare return on the capital invested 

A — Only in exceptional citcumstancea would I have (a), because, if it is a 
commercial undertaking by Government, they ought to charge at least commer- 
.cial profit, and if it is an undertaking the proceeds of which are widely consumed 
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in the ■ country, I think that a monopoly profit may be charged without jnucfc 
harm to the consumer. 

t , 

, Q. — ^\¥her6 will you place canals here? , 

-d. — I would place them under (6). As I have said later on, in connection, 
with water charge, if you want any particular area to be developed, during: 
the period of development I would even charge something less than the bare- 
cost. When the land is able to bear a commercial profit, then Government may 
charge a higher rate. 

Q. — Do you have economies in large scale production in such undertakings • 
as canals? 

_ A.' — I haven’t got any knowledge of the working of canals, but I should not- 
think that large economies could be obtained that way. 

Q ‘ — If an undertaking which has been so far under private enterprise is taken- 
over by Government, such as railways, could there be economies? 

A . — In raihvays, experts think that there is a great deal of scope for economy. - 

Q . — What economies could a railway administration effect? 

f 

A . — I cannot give you details. If Government works a monopoly, there are- 
likely to be economies on large-scale production. 

■ Q. — ^^¥hat do you mean e.vactly by the statement in your written evidence - 
“In case (c) also it will appear only when the quantity at which the rate of" 
monopoly profit multiplied by the quantity is appreciably less than the quantity 
in cases (a) and {b}” 

A.— There is a mistake there; after the word “quantity” the words “is ■ 
largest” are omitted. The idea is that the monopoly profit must be placed at that- 
point where the rate of the monopoly profit multiplied by the quantity sold is • 
the maximum. That will give the net monopoly revenue to Government, 

Q . — ^¥^hat has that to do with (a) and (6) ? That will be his maximum . 
monopoly profit. 

A . — If that quantity can be sold at a commercial profit also under (a) or (6), - 
when approximately the same quantity is sold, I do not think there is much- 
hardship on the consumer. The consumers’ surplus will be reduced by the least ■ 
amount if the quantities in the two cases are not very different. The profit- 
will be to the extent of the economies on large scale production, whereas tire- 
loss to the consumer will be the minimum, because the total quantity sold will 
not be much reduced. 

Q . — Q. 14. You don’t think there is any element of taxation in the income- 
from Posts and Telegraphs? 

A.— Not much, I should think. 

Q . — The rates were ^ anna for letters, but they have been put up to one- 
anna. 

A. — The element of taxation will come in, as I have defined it, only when^ 
the price which the consumers are paying will be much higher than the price 
at which ordinary commercial undertakings can sell. When the consumer is • 
paying a price which he would have normally to pay under any circumstances, 

I would not call that taxation. But when the Government charges much higher 
than the price which the consumers could get otherwise, I would call that, 
taxation, 

Q, — Can you calculate that in Posts and Telegraphs? 

A . — It is very difiicult, because we have not got^'a rival producer. 

Q. — Compare the cost of well irrigation as against canal irrigation. 

A . — The two industries are entirely different. But as well irrigation is- 
rather a cruder form than canal irrigation, I should think the cost of produc- 
tion cannot be compared by working the different industries. 
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Q —Profits on coinage or exchange , yon don t think there is any element of 
taxation m this* 

A In the case of coinage, unless there is deliberate inflation and thereby a. 

loss 13 inflicted on the producer, I do not think there is any element of taxation 

Yon refer to the profits on coinage o\er and above the seigniorage charge 
Dont you think that the vfhole of it is seigniorage* 

J — There is the cost of metal 

Q — ^You make the statement over and above the «eigDiorage charge 

A — It IS usually a charge which is very small The diflerence between the 
face value and the intrinsic value is called the seigniorage 

Q — And that constitutes the vfhole of the seigniorage charges* 

A — It IS usually spoken of when there is a free mint, which is not the case 
here 

Q — Question No 15, water rate ^ou would recommend a plan based upon 
a proper combination of the principles discussed in (1), (2) and (4) oi your reply 
to the questionnaire* 

/I — ^Yes If Go\ernment want to tax, the rates should be slightly higher 

than the cost of the commercial profit 

The President, dealing with principle (3), all that is suggested is the 

pioportion of the combined output of land and water Your objection is that 
it would be taxing improvements The question does not suggest that Just 
as you exempt improvements on the hnu so vou would exempt improvements 
on land jfus water 

I —Then I have misapprehended the question ^^hat I thought was that 
the pToportion will be taken by ta\ ing the output only 

<3-^7uat as m the case of unirngated land the land reaenue is based upon 
60 per cent of the normal output so in the caso of wet land it would be 50 
per cent of the normal output of the irrigated crop 

d — Tliat IS exactly what I haae suggested 

y — lake question No 16 You take a betterment tax at about 50 per ccht of 
the increase due to water excluding improvements* 

4 —Yes 

{supposing }ou have a piece of dr\ land which is giving jou a return 
sav, of Its 10 an acre and with water it gives jou Its 30 \our normal land 
revenue as drj land would bo Its 6 and os wet land, Its 15 but at the same 
time the sale value of the land increases fronri sa> Its 100 to Its 1 200 
t\ould jQu also take part of the sale value in Uie shape of a betterment tax* 

I — ^The sale value will increase as the result of improvements also I have 
mentioned some of the impnivcments tie cllect of winch cannot bo calcailatcd 
dtrimtcly So in the case of a lax on water, 1 want to leave a Iig margin, so 
that under no circumstances can the result of improvements be touched 

Q — koQ would not object to a betlennent lax m addition to a slia-e of the 
annual increment* 

1 —It Will be over and above that 

Dr Parcmjpye Q — Wont jou be taking betterment lax twice over* The 
increvse in the net value determines the increase in the p»ice of land, so the 
I'ctlernient is allowed for bv an increase in the net jield kou are onK taking 
half the increased net Jiefd, leaving apparentlv to the owner the capiUaliied 
value of the remaining halt and then vou propose to take also a part of the 
second part that is left to him 

— The Wllermenl tax cannot m fact be separated from the lette'ment tax 
which jou cliarge m the shape of land revenue That betterment tax must to 
taken in connection with land revenue. 

It 




4 — The question is exactly the sane as the Posts and Telegraphs If a 
new post office is opened m one place, can we say on the same principle tliat 
the ^ople of that locality should pay the taxes for this particular purpose’ 

Sir Percy Thomfson Q — ^You are maJnng everybody pay for the Post Offices 

A — For almost everything the Goverjunent is charging a price Taxation is, 
iO to say, a price which Government are charging and 1 do not think vou can 
5. make a distinction for specific benefits rende-ed 

Tht President Q — There is a difference in degree 

4 — I allow for the difference in degree hut not for the difference m kind 

Q — Supposing you live in a town and there is no electric light or gas there 
■and you have to go and use kerosene lights, now they start an electric light 
scheme , instead of charging hy meter tb^ simply impose a rate to be paid for 
the use of the electric light and yon go and pay to the mumcipahtj the rate 
instead of going to the shop and bnying oil can you say that the tax in ques 
tion IS increased by the fact that yon pay something for electric light instead 
of going to the shop and buying the oil’ 

4 — I do not feel like agreeing because almost every service is taxed by 
Government I would not call it a price merely and not a tax 

Q — Suppose you find that tlie rate per head in a certain town is far heavier 
than it IS in another town, say in town A jou get electric light, drainage and 
water and the taxation 13 low, in town B you get nothing Although the 
incidence is higher in toivn A, the rate of taxation is not higher, because you 
get ce'taiQ benefits’ ^ 

A — Yes you get greater service and pay higher for that, but 1 would make 
a distinction in incidence 

Q— Supposing for instance m Nagpur you have tWQ large mills and as a 
matter of agreement with the owners of the mills the Municipality agree to 
establish additional water works and put a special rate on those mills, would you 
say that that increases the incidence of taxation to the inhabitants of tbe town’ 

A —No, the inhabitants of the town a'^o not charged at all 

Q —Carry that a little further and suppose that one side of the town is sup 
pi ed with electric lights and the other 1$ not Is tbe rate to be applied to the 
whole town or only to that half which gets the supply’ 

A — In that case only half the town because the tax is earmarked 
•Q — Do you distinguish that from the case of the Post Office ’ 

■fl — Yes, simply because the one is earmarked and the other is not 

Dr Ilyder Q —In your answer to Q 21, you say that to the consumer it 
IS the loss of htility from 'the redoced portion minus the original price” I do 
not understand what you mean by this Suppose you ha%e a commodity and you 
impose a tax what follows’ 

A — Tbe price goes up, and if the demand is elastic, the quality consumed 
becomes reduced and the loss to the consumer is the utility from the reduced 
portion minus the portion which they would have to pay for 

• Q — The loss to the consumer will be after the impositaon of the tax ’ 

A — The utility on the reduction in the quantity consumed mtnus the sacrifice 
which they have to make for that reduced quantity, tiz , the original price of 
that article 

The President 9— How if the article has no utility’ 

J — Such an article hardU forms an article in economics When the drunk 
ard drinks you say he has a utility 

(At this stage the witness explained his meaning more clearly to Dr Ilsder 
by means of a diagram) 
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The PrrneJrnt. Q . — These tlcpond on the assumption that- the consumer- 
makes the best possible distribution of tho expenditure. 

‘•1- — You have to assume tJmt; wo know tho consumer docs not do it. 

Dr. Paranjfi/c. Q . — In your answer to Q. 24, you say that a tax upon enter- 
tainments will certainly bo welcome, for such consumption can never bo addic- 
tion in tho sense in which tobacco and intoxicating liquors are. Is that quite a. 
correct statement? Tlicre are a large number of people who cannot do without 
cinemas. iJcpnvation of the cinema is quite ns much a hardship ns deprivation 
of tobacco or intoxicating liquors to us. 

-'1. — I do not think it is such a serious addiction tTiat people will, for example,, 
give up their food and go to cinemas. Tho intensity in Uie one case is much 
greater than tho intensity in tho other. 

Q. — Tobacco is optional? 

A . — It is not exactly optional. 

— Optional taxes would mean taxes on those articles wliich are not neces- 
sary for physical existence. 

-l.~I would define an optional tax to be one on an article the consumption 
of which may be reduced without any inconvenience. 

Q. — Not inconvenience on the part of a particular individual, but on the- 
part of an ordinary average individual. 

.d. — I had in mind tho cases of factory hands, labourers. 

Q . — There arc many women who go without sufficient food, out have jewel- 
lery. 

A. — Yes. 

Q . — Regarding a tax on railway tickets, you say it is usually a fixed sum. 

A. — few years ago there was a terminal tax in Calcutta; that was a 
fixed sum for every ticket. 

(?. — Like a pilgrim tax for instance? 

The MaharaiadhiTuja Bahadur of Burdrean. Q. — It is a uniform tax, irres- 
pective of tho different classes from whom they are levied. 

A. — ^Yes. 

Dr. Paranj'pi/c. Q. — Could you have a different tax for different 'classes of 
railway passengers ? 

-4. — I have given three objections to a tax on railway tickets. 

The President Q. — A pilgrim tax is not really a tax on travelling, it is a 
tax imposed by a place of pilgrimage for the benefit of that place, more or less 
in the nature of a poll-tax. A tax on travelling levied in European countries 
is based upon distance and it is levied at every station as a sort of surcharge. 

. A. — If it is levied at all stations, it will be better as a tax; but the general 
budget will be encroaching upon the railway budget. 

Q . — If it is levied as a tax, it won’t go into the railway budget, I don’t 
think the question of the separation of the budget arises unless you impose a- 
tax indirectly bv raising the fares. 

A ■ -That will be really raising the fares. 

Q. — If you are going to put a tax on travelling, you could do it by a direct 
tax, not by raising the fares in which Government have a controlling interest. 

A . — Ultimately it comes to the same thing, because the increase must react 
upon consumption and to the extent that consumption, is reduced the railway 
budget suffers. 
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Q — How dots the railway budget suffer’ 

A — Their income will be less Suppose the general budget imposes a very 
heavy tax on railway tickets, the travelling public must reduce their demand for 
railway service 

Q — The amount of travelling done will be less’ 

A — ^Yes and therefore the income of the railways sviU be less ; thereby the 
railway budget will be affected 

Q — ^You say the Eailwaya are making a large profit over and above the cost 
of working 

1 ■ — They must be making some profit, even if they don't, their loss will be 
further increased by the imposition of this tax 

Q — ^Their expenditure will also proportionately fall 

^ — Not immediately, especially m large scale production 

Q. — In answer to Q 25, you say that no class can be definitely isolated who 
-do not consume liquors’ 

•1 — It is veiy difficult to find any class which can be otherwise taxed 

Q — That was not the idea at all Don’t you think that a class which abstains 
IS entitled to the benefit of its abstinence’ 

A — By not consuming it, it will get its benefit 

Q —la It entitled to reckon that as part of its burden ’ 

A —That will be exemption from burden 

<)— Supposing the whole ot the revenue of a State is derived from taxing 
people who garble and that the inhabitants of the State are prohibited from 
going into the gambling house, have they a bnrden of taxation’ 

A —No, I do not think that will be called a burden of taxation 

Q — Supposing half India were abstainers and the other half large consumers 
of intoxicants and the whole of the revenue derived by the State was from the tax 
on intoxicants’ 

A — Jly idea was that, m order to bring about equality, a special tax should 
be imposed upon the class who do not consume intoxicants 

Dt EydiT Q — Do you think that every member of a community should pay 
some sort of tax’ 

A — On principle no But m practice it is extremely difficult to separate 
that class, especially m respect of indirect taxes For example, in India par- 
ticularly, we cannot think of anything out ot which a substantial revenue can be 
got unless it is more or less a necessary of life 

Q — Take the case of people who use kerosene, cloth, etc Don’t you think 
It IS possible to tax these people’ 

A — They will be taxed, that means a greyer burden will he imposed on the 
poorer class, if you tax a necessary thing of life There are too many 
necessaries of life which are consumed by the people which are taxed 

Q — ^In a country in which the people do not consume any luxury, how else 
can one gel something out of them’ 

A — ^I do not object to some lax on necessaries, but on principle I think that 
those persons who do depend on a person who earns something should be 
excluded In the case of indirect taxes, it is impossible to apply this test 

The President Q — ^You object to direef ^ixes, such, for example, as a copita 
xion tax levied in Germany, Franco, Switzerland or the United States, because 
■they have a bad odour about them’ 

—In India they have a bad odour about them 
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vould you include as having a bad odour. Tho 

.4. — T know nothing about it. 

Q . — Capitation tax ? ' 

— T bave lioard only about the Burma ta.x. 

Q - — Wlint do j-ou say to the cliowkidari tax? . 

A . — Tt is for protection. ' 

Q - — Ts it not of the nature of a capitation tax? 

A . — T wouldn’t call it so ; in that case, the .Army expenditure should be capi- 
tation tax. 

Q- — Surely, the manner in which you spend the money has nothing to do with 
the nature of the tax. 

.-1. — All taxes fall upon persons. 

Q - — How would you define a poll-tax? " 

-d - — A tax wliicli is paid for being an individual; simply because a person 
is born and lives in a place, he would have to pay it. tJsuallj' all taxes are 
levied tlirough certain articles, except income-tax. Ultamately these fall upon 
individuals. 

(?■ — The cliowkidari tax is levied on a family. 

.‘1. — If tliat is so, it will be unfair unless you take into account the income 
of the family. 

<2- — flow would you regard a profession tax? 

A . — Tt is reallj’’ part of the income-tax. It is separated from income-tax by 
a very little margin. 

Q . — Is there not a limit for profession tax? 

A. — Tt is a smiill tax which probably docs not affect many. If it is a poll- 
tax, it will affect all persons in the country, irrespective of their income. 

Q . — You might have a poll-tax, but you might exempt certain classes from it. 

A . — Even then, it will be a little unfair, if you don’t take the income of the 
family into consideration. A family consisting of 20 heads has to pay it, as well 
as a bachelor. 

Q . — Docs that arise under the cliowkidari tax? 

A. — I have little experience of the chowkidari tax. 

Sir Percy Thompson. Q , — ^Tour answer to Q. 33 re Income-tax practically 
means that you would reduce the limit to Es. 1,500? 

A. — If there is urgency. 

Q, — If the yield has to be increased, you would make the exemption Rs. 1,500, 
levy the tax as it is up to £1,000, increase it between £1,000 and £10,000 and 
leave the gradation as it stands above £10,000; is that roughly what it amounts 
to? 

4 — ^]\ly idea was that there should be increase below 1,000 and above^ 10,000 
also ' If the limit is reduced from 2,000 to 1,500, there should be an increase 
tax below 1,000 and above 10,000; there should be a greater increase between 
1,000 and 10,000. 

Q.— You want to stiffen up the> rates between 1,000 and 10,000, while in- 
creasing them all along the line. 


A.— Yes. 
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Q — Your reply to question No 35 ^ou would include the rents of land and 
withdraw the exemption in favour of agiicultural incomei so far as it applies 
to rents 
A —Yes 

Q — ^You say that the difficulties in the case of unearned incomes are as 
certaining their exact amount I think it is ea-,ier in the case of unearned 
income than, in the case of earned income What is your definition of 
‘ unearned ’ and ‘ earned ’ incomes^ 

A — That which has nob been earned by the efforts of the owner is ‘unearned 
income Suppose he has to make an improvement in the land and a i\ell is. 
sunk as a result of that, there is an increase m income 

Q — Surely that !« the result of investment of capital’ 

A — Yes that is improvement 

Q , — ^Would you treat my investments in the debentures of a public company 
as earned income’ 

1 — ^Partly as earned, m the case of companies which represent productive 
enterprises, because you take the risk of losing your investments also 

Q — ^That has never been adopted by any other country, the definition adopted 
in England is earned income is the income which yon get by your personal 
e:iertions unearned income is the income got irrespective of any personal exer 
tion on your part 

A >-That IS practically the definition which I adopt aUo 

Q —When you make an improvement on the land by sinking a well, the addi 
tional money comes to you without any personal exertion on your part 

A —Under “personal exertion” I would include enterprises where you take- 
a risk 

Q— How could you possibly work that’ 

A — fn the case of land, we cannot- separate the two Simply because some 
pcTsion 18 getting income from two different sources it does not mean there is 
no difference in the functions 

— If I invest money m Government securities, how would you treat my 
income, as eai-ned or unearned’ 

A —That IS un’irned income, which I would tax more heavily 

Q — Then you would have three rales, one for earned, one foi unearned 
and one for money invested in productive enterprises 

A — That IS so 

Dr ffyder Q— Is investment in land a productive enterprise’ 

A — Prom the point of view of the investment it would be a productiie enter 
prise for me 

Q — I se0 from your answer that yon refer to a discouragement of savings 
Some economists have urged that yon should pay a lower rate if it can be shown 
that the income of the year had gone back into the business 

A —Yes 

Sir Percy Thompson Q — I think we are muddling up. income and increment 
This IS a question of taxing income which accrues to a man from xear to year 
Supposing I invest Rs 10 000 in a commercial undertaking and the first year it 
produces 5 per cent t e , Es 500 you -wonld tax that as unearned income 
Suppose It afterwards becomes more prosperous not from anything I have doner 
but it proceeds to pay 10 per cent i e , Bs 1 000 a year how are vou going: 
lo tax itf 
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.•I. — I wotilrl nn! innlie nny di'.tiiu’tkm, flip incrcnr.p is merely due to 

tile ri.tmce I iisve tniuii. Whniever mny lie tlie income, I vould put that down 
ns due to my enterpri’e 

(^j. — Instead of itivtsiiui; in n piddir company, I invest Its. 10,000 in land 
and it pays me a e,.nt of ll-«. fiOO for j.onie years; then suddenly owing to a rise 
in priri's, I jitn ahlc {?> eharge higher lent*- and 1 get an income of ]{«.. 1,000 for 
that land. 

.1. — If it is a* a result of ti<e in price-., it will he unearned income. 

f,h--~?d.v itoioOe from tiie invt '-iin.-nt in the conimercinl eomiciny ma.v have 
miria'i'tl from IK, fiOO to 1,000 «'wiiig to n (■!’■-<’ in tlie price of the u>ininotlity. 

— iJij* I |,vd; (lip rj.,',; tlnst the (onip.atiy might fail, 

I t<s<y,; th>' ri't: in tin «;oo ot land fd-o. T:d.e, frtr inst.aiice. the fact 
ih.it Sly Kngiand liftivit-n lOId and IB''-* the price of land tlid go flown, the 
piice of pjodtir*' wtiit (ioun ntifl sfnt-. went flov.n, 1 r:,niu>t .sec an.v difference 
iH-tu-fcu tv>(» ro'-c . '1‘hiie 0 as -mticU li'.}; jti hiiying land. a", the prici- fif land 
is not liocmd pcrpetnally to ri-.e. 

.!. — H has l-ecji so in Itulin at any rate. 

Q . — It has jiot certaitd.v heen the ea-e in I'hH4''ud. 

,1. — The re'uU of r"lt!emetit' shov.- tiiat at every retllement there h,as been 
an incieme. 

Sir I frr>/ 77ioa/'*oa. ti . — It may he hi-torically true so f.ar as India i.s con- 
ocrio'd. tint it cannot he s,* rveiyu.hf ri>. If the land ilejircriatcs the rent will 
.ni<o go fhiwti I 

.'J. — 1 don’t think so. 

y. — I am not tidkin;; atvont the hand revenue hut T am talking about iiicome- 
ta.'c. Is not iiu'o;iie-ta\ to lie charged on gorier.-d puifit.sT 

.'I. — In llie cni-e of agriciilttir.d incomes vhtu the landlord does nol do anything 
for the improveimml of the land and yet there is an increase in the income from 
the land. 1 should think it is unennieii and can he taxed. 

— You are going to tax on three rates, i.c.. rates applicable to incomes 
svhieli are earned, rates fui imtiistrial enteqirises, and there is to he a still higher 
late on increased income-: whirh mav be derived from rise in the value of 
land ? 

.1. — ^You can tax any income; i.‘ may be derived from any soun'o; it may be 
even from houses. 

Q . — But not from divideruhs? •- 

.1. — ^\Vell. there may he a portion of the nnearned income here also, hut it 
is very difTicidt to .sa.v. almo.st iinpossihlc to say, what the uncarnod inronic is 
in this case, hut in tlie case of houses or lands, i.r., of immovable property, it 
is much easier to find out what it is. ' 

Q . — Suppose T built a town and put houses in it and I spend a large amount 
of money, say, ten thousand rupees on each house and tenants may not come 
and I niay have only a low rent. But in the course of time when the popula- 
lion of the toum increases I may be able to get a decent .^return on my capital. 
How would you tax that? 

.-I. — it must he found in comparison with any other industry. In this 
particular case as the result of the circumstances beyond the control of the owner 
of the liousos if the price of the houses go up, I woidd call it unearned. When 
Ihe income is derived dut of the normal conditions of the town, then it is earned. 

T make a distinction only like tliis. Take agricultural land which is close to 
the railway line with the result that it gets a higher price. Here the value 
of the land has increased simply because of the opening up of the railway line. 

1 would certainly say that the income over and above the normal price is an « 
-unearned income. 
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Q — I entirelj agree with you here, but it is equally true in the case o£ 
commercial concerns also 

A — I think in the case of commercial returns it is almost impossible to dis 
tinguish betiveen the earned and unearned incomes, but in the case of land or 
any other immoi able property, it is much easier 

Q — ^You say that in the case of ** sums sliown to have been invested in pro 
ductive enterprises ” the lax should not be on the sums but on their incomes 
Supposing you have got an income of ten thousand rupees a year and instead 
•of spending ten thousand rupees yon save four or five thousand and invest it in 
any productive enterprise, why in taxing the income of ten thousand should jou 
out less tax on the four thousand or five thousand which you invest in the 
productive enterprise ’ 

1 — I do not mean that When the whole income has been earned, then the 
ordinary income tax will be charged on that income and the portion of the 
income that is spent and the portion that is invested will be taken into con 
sideration When it is invested, then, on the income of that he will have the tax 

Q — ^Would you not have any redaction in the tax as it is meant to be an 
•encouragement to investment* 

— Yes from that point of view I would make some distinction 

Q —You would not advocate making any alloivance for tiie number of persons 
•supported * 

1 —I would not advocate that Particularly in the case of joint families, 
it IS wor»e than useless In a joint family one has to feed not only Ins 
relatives but also his servants 

Dt P«ran;py« (? —Supposing under the Income tax Act we lay down a 
-rule that a certain abatement is to be allowed only for wife and children you 
would abide by that* 

4 —That mil be very hard for joint families There are brothers and other 
relatives who ought to be supported 

(3—1 think brothers must earn* 

A — But there mi^ be younger brothers who ought to be maintained If any 
•exemption is to be made, it should be made also in the case of dependants like 
widows 

Q —You mean to say that people who are actually either owners or potential 
•owners may be allowed the exemption So also the head of the family his sons 
■or their sons might be allowed and not the second cousins and other relatives 
They do not deserve any concession* 

■1 — Of course they do not deserve any concession but there should be exemp 
tion in the case of widows who are more dependant than a son or a brother 

Q — I quite agree that there may be soma hard cases But is it 
not now a days the tendency, at least among the educated classes to discard 
this joint family system Practically the income tax payers are of that type 
The joint family system has got special reference to landed property and not 
otherwise When there is no question of landed property, there is no question 
-of joint family 

A — I quite agree with you 

Q — If that is so, the joint family system would not have very much signifi 
■cance* 

4 —Yes 

Q — Then it is quite sufficient it yon take wife and children into consideration’ 

4 —Yes 

Q — In answer to questions Nos 38 and 39 you have given‘*us certain figures 
from Bengal Can you tell us where yon got them* 
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1 would certainly say that the income over and above the normal price is an 
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Q — I entirely agree with you here, bat it is equally true in the case of 
commercial concerns also 

A — I think m the case of commercial retams it is almost impossible to dis 
tmguish between the earned and aneamed mcomes, hut in the case of land or 
any other immovable property, it is much easier 

Q — ^You say that in the case of “ sums shown to have been invested in pro- 
ductive enterprises ’’ the tax should not be on the sums but on their incomes 
Supposing you have got an income of ten thousand rupees a year and instead 
■of spending ten thousand rupees you save four or five thousand and invest it in 
any productive enterprise, why in taxing the income of ten thousand should you 
out less tax on the four thousand or five thousand which you invest in the 
productive enterprise ’ 

4 — I do not mean that When the whole income has been earned then the 
ordinary income tax will he tdiarged on that income and the portion of the 
income that is spent and the portion that is invested will be taken into con 
sideration When it is invested, then, on the income of that he will have the tax 

Q — Would you not have any reduction in the tax as it is meant to be an 
■encouragement to investm\.nt ’ 

A — ^Yes, from that point of View I would make some distinction 

Q — ^You uould nob advocate making any allowance for tlie number of persons 
•supported ’ 

A — I would not advocate that Particularly m the case of joint families, 
it IS worse than useless In a joint family one has to feed not only lus 
relatives but also his servants 

Dr raranjpye Q —Supposing under the Income tax Act we lay dowvi a 
rule that a certain abatement i& to be allowed only for wife and children you 
would abide by that’ 

■1 —That w ill be very hard for joint families There are brothers and other 
relatives who ought to be supported 

Q— I think brothers must earn’ 

A —But there be younger brothers who ought to be maintained If any 
osemption is to be nude, it should be made also in the case of dependants like 
widows 

You mean to say that people who are actually either owners or potential 
owners may be allowed the exemption So also the head of the family, his sons 
or their sons might be all{fi\ed and not the second cousins and other relative! 
They do not deserve any concession’ 

4 — Of course they do not deserve any concession, but there should be exemp 
tion in the case of widows who are more dependant than a son or a brother 

Q — T quite agree that there may be some hard "cases But i\ il 
not now a days the tendency, at least among the educated classes to discard 
this joint family system Practically the income tax payers are of that type 
The joint family system has got special reference to landed property and not 
otherwise When there is no question of landed property, there is no question 
of joint family 

A — I quite agree with jou 

Q — If that IS so the joint family system would not have sery much signifi 
•eance’ 

.4 — Yes 

<?— Then it is quite sufficient iljon take wife and children into consideration’ 

4— Yes 

Q — In answer to questions Nos 38 and 39, Jou have given'us certain figures 
■from Bengal Can you tell us where you got them’ 



— I suppose I got them from my notes, made perJiaps out of the administra' 
fion reports. 

The President. Q. — Is it from the Indian Year Book? . 

.d. — It may, be; I do not remember it now. 

Q . — Have you examined Messrs. Shah and ICliambata’s estimate and come 
to any definite conclusion? 

A. — No, I have not examined the estimates given by Messrs. Shah and 
Khambata, but I think it is too optimistic. 1 should think even my own 
estimate to be somewhat optimistic. I would put this figure only as a maximum. 

I have already said my estimate is a pure guess. 

The ]\Iaharajadhir(tj(i Bahadur of Burduan. Q . — You are in favour of imposing 
income-tax on agricultural incomes, would you be in favour of imposing income- 
tax over and above the land revenue ? .Some witnesses have advocated this as a 
sort of substitute for land revenue ; I want to know exactly what your opinion is ? 

.4. — I should think it should be over and above the land revenue. This will 
be out of the profit of the business just as an ordinary person pays out of the 
profit and out of that profit he will have to pay this income-tax after paying 
laud revenue, because land revenue is not taken out of the profits. 

Q. — Then you will have two taxes, one by way of land, revenue arid another 
by way of income-tax ? 

A . — ^Yes. One is by way of taxing nature and the other on the income from 
personal exertion. 

Q . — It might also contain an element of economic rent? 

A — Yes. But I think there will be some more income which will be still 
available for the person. 

The President. Q . — In answer to question No. 42 regarding the Indian system 
of accounts, you saj', the suggestion of the Indian Industrial Commission that 
Indian business men should be compelled to keep accounts on the English system 
is absurd.” Can you show me exactly where you find this statement in the- 
report ? 

.4. — I am afraid"! cannot locate it now, but I shall let you have it later on. 

Q . — With regard to question No. 53, you say, that the basis of comparison 
implied in the question is wrong. You also say that we must take the standard 
of living and other demands made by taxation into consideration in arriving at 
any comparison. Of course we mean that you must take all the circumstances 
into consideration. 

A. — At least I have not considered all these points to arrive at any definite 
decision. 

Q . — ^What do you mean by saying that ‘‘ as a rule, the lower the income is^ 
the higher is the cost of -necessaries” ? ' 

A . — I mean to say the proportion of the cost of necessaries of life to the 
income is greater. 

Q . — ^You say the idea of imposing a protective duty to enable India to be 
self-supporting is wrong. How? 

A . — That is, a very big question. I do not support the protective duty much. 

Q, ^But the position is this. You had during the war a salt famine in 

Bengal. The salt could have been quite easily supplied from Madras, but as 
long as the foreign salt could compete with advantage, it was not worth 
while to produce the salt in Madras. 

A. — ^You mean to say the cost of production is higher. 

Q . — It is not that. The Madras people consume a different class of salt from 
the Bengal people. The Madras factories have to manufacture ,a totally different 
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class of salt for the Bengal consumer compared with the local consumption- 
They cannbt afford it as long as there is foreign stuff m the market The idea 
IS once the trade establishes itself, then the supply can be continued at a- 
cheaper rate 

d — If it 13 really so, I have no objection, but in some cases the cost of 
production is permanently higher 

Q — ^Would jou have any objection if there is a protective duty for a short 
term of years in order that the trade may settle itself? 

A — I have no objection In the case of this infant industry, I sson’t have 
any objection 

Q — Of course it is not a very infant industry but it is an ancient industrj 
supplying the whole of India except Bengal The point is that Bengal likes a. 
particular kind of salt and gets it at a very cheap rate 

A — I think it is not a matter for Government interference 

Q — ^You don’t think thcie is any disadvantage in the present system’ 

d — I don t think so * 

Q — ^What happened was this During the war some enterprising people started 
a salt factory and they had pretty good sales, hut as soon as the war was 
over, all these people who put up plant to double their production were ruined 

t —We cannot anticipate such evlraordinar> windfalls now and then 
Then you do not like to make the country self supporting ’ 

.1 —At least not in this respect As far as I remember we had this salt 
famine for the greater part of the war and it is only towards the end of the war 
we began to get this hfadras salt The people in Bengal do not want ’o buy 
this salt because they want the white salt as they have got a taste for it 

Q — ^You object to the sale of salt by weight in areas in which it is now sold 
by measure’ Have you any experience of what is knoivn as the process of 
sifting’ It la practised solely for the purpose of increasing the trader’s profit 
In other words they gam by getting large crystals Do you think it is right’ 

A — don't know i! it brings any measure of hardship to anybody Govern 
ment get the same revenue 

The point is that if there are bigger crystals sold, the purchaser gets 
Jess salt ^ 

4 — Why, if the crystal is powdered the quantity will become larger 

T^e Prtstdent Q — No It becomes smaller The crystal is a hollow thing 

A — ^Then how is it, the sellers who are not monopolists do not bring down 
the price by competition 

Q — Because there is a close ring _ 

4 — Then the Government should attempt to break down the ring 

Q — You think that denaturation of salt is too costly ’ 

A — Yes- 

Q— You are opposed to total prohibition and think that the choice should 
be left to the individual consumer’ 

A — ^Yes , that is my personal idea ^ 

Q —Do you think that a tax on advertisements would yield anything material ’ 
You say that the revenue is likely to be good 

A — ^Yes, because m the big towns you find there is a good deal of advertise* 
ment 
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Dr. Paranj'pye. Q . — Would you also tax newspaper advertisements? 

— ^Yesj if there is such a tax, it should be on newspaper advertisements 
:also. - ' ■ 

<2- — You think that the export duty on hides requires reduction? 

4.— Yes. 

Q . — ^You do not agree with Vakil who wants to increase it? ' 

A. — No; that seems, to be absurd." Coming from Bengal I most strongly , 
oppose that view. 

Q. — But juto is a monopoly. 

4.— But even monopoly has also 'got a limit. Even now substitutes for jute 
are being tried in South and Central America and if these experiments come out 
successful our trade will ^o. Another thing is this : if you impose 25 per cent 
duty on jute and keep your rice export duty at 3 per cent then you will be 
■converting the jute lands into rice lands. 

Q. — The duty ^yill be paid by the consumer abroad. 

A. — I do not think so. But the consumption will go down. If there is 
such a heavy tax, the quantity demanded must fall. 

Sir Percy Tliom/pson. Q . — Is there not also the danger that if you increase 
the price too much the foreign consumer will make more intensive efforts 
to find a substitute? 

A. — ^Yes. There will be a reduction in consumption and the demand from 
India will fall and the price of jute will go down in India. Then jute lands 
may be diverted to rice cultivation. When there are two rival productions, if you 
tax one of them, it is likely that after a time it would be more profitable to 
grow the article which is not taxed. 

Dr. Hyder. Q. — ^But that would happen when the cultivator pays out of 
his pocket. 

A. — The tax may not come from his pocket. But the effect of the tax 
•comes upon him. I will make a distinction between the two — ^the incidence and 
the effect. 

Q. — What is the nature of the distinction? , 

A. — ^Let us suppose we have an import duty and that import duty falls upon 
the consumers. If the demand for the article is elastic, then the consumer will 
reduce the demand and the incidence of the tax Avill fall upon the consumer. 

But because he has reduced the demand, the effect falls upon the producer. 

Q . — It is partly forward and partly backward; I agree there. But suppose 
.you have got an article which is very much in demand abroad but there is no 
substitute. Then it seems that you have got a clear case where you can compel 
the other people to pay the tax. 

A.— If you impose the tax, that tax will be payable by foreigners. But the 
foreigners will reduce their consumption, the amount of our sales will be reduced 
and the price in India wdll fall. 

Q. — It depends upon the nature of the case. Suppose we possess a monopoly 
in that article and the demand is inelastic? 

A. — I will not consider the demand for any commodity to be so inelastic 
that even at high prices, there won’t be any effect. And even for monopoly, 
as I have already stated, there is a limit. 

Sir Percy Thom'pson. Q. — In the last paragraph of your answer to Q. 97, 
you say ‘ In this connection, _ I should especially point out that — I may be per- 
mitted to use strong expressions since agriculture engages such a large portion 
of the population of India — the craze or fad for developing manufacturing 
industries tends to increase the price which the cultivator pays for his oon- 
-sumption Are you against the policy of commercialising ? 
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4 —Not against that But it is attempted in some quarters at the cost of 
cultivation 1 viould strongly oppose that I -would rather go without manu- 
factures than have this state of things Industries ought not to penalise the 
cultivator 

Q — In what -way is he penalised’ 

A — ^By having evport duties e-vport duties have been suggested on oil 
seeds and cotton 

Q — It IS only to that extent’ 

A — ^Yes 

Q — But surely it is very advantageous to have an alternative source of 
employment to which agriculturists can turn when the pressure on land becomes 
too great 

A — I ^very much like to have manufacturing industries provided thev do not 
inflict any injury on the cultivator 

Dr Hydtr Q — ^When the products of this country are manufactured here^ 

surely they will have a higher national dividend than when they are sent out 

A — ^Yes There is no doubt about that But I am talking merely about that 
intermediate stage My objection is mainly against the protective tariff By 
imposing this tariff on our goods we raise the prices of the articles consumed 
by the cultivator 

Dr Ptiraiijpye Q — You will never have industries in any State unless you 
begin with some help from the State ' 

4—1 would give help There are many other forms of protection as well 
besides the protective tariff There are bounties Government may give facilities 
in respect of land There may be concessions -with regard to railway rates and 
so on 

Q — [n whatever way you give help, uHimalely it is the cultivator — cultivator*! 
forming 75 per cent of the population— that is affected 

4 — Only to a certain extent, but not to the whole extent Again raw- 
materials taken towards the ports ate favoured very much This discrimination 
I would stop at once 

<2— Tint is only an administrative measure When the State takes over the- 
management of the railways perhaps tins discrimination will disappear 
A —I do not know There may be bad management 
C— 'Tou say that oilseeds should be freely exported” 

4 — T do not say they should be freely exported 

Q — Don t you think that in'lhe larger interests of the country the oilseeds 
should be pressed m the country itself rather than sent abroad’ 

4 — If you are sure of developing the industries within a short time and 
the benefit we derive is great, I would not object to it very much 

Q — Are there not many of these industries without which the country is not 
self sufficient’ % 

1 — In the case ol the key industries my objection is more serious to having 
a protective tariff, localise you raise the price and thereby inflict loss on the 
dependent industries \ou can give subsidies or do something else which will 
not raise the prices Of all the forms of protection, a tariff is the least suitable 
■\Vhen we protest against the salt duty we mean that the people are very poor 
Or Uyder (?— Now one agricultnral expert has said that this country js 
the most extravagant country in the world, because it allows its oilseeds to go 
and fertilise other countn s This comes of our free trade policy 
A —I do not think so 

Tht President Q —With regard to Q 104, do 1 understand your recom- 
mendation to be that in attempting to compare incidence of land revenue you- 
would have to prepare two fractions foi each province, one for the raiyatwari 
people and one for the tenants and the Imdiiolders’ 

4 -Yes 
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Dr. IJi/dcr Q.—l wniit to Jciiou* what you exactly mean with regard to Q. 112. 

If a tax {.■; imposed upon the owner and if there is very great demand 
jior Jiouses, then wlint really happens is that the tax falls upon the occupier 
•oerauso the owner can gel it fioni (he occciipicr. ]'’rom tlic economic point of 
view, it means lliat the owner is relieved of his tax. 

I-'.— 'I'lio tax on the lioiise resolves into two— one on tlie area and the other 
• on the house, 'iho tax inijioscd may he so devised that it falls on the ground 
rent and not on tlie occupied jjorlion. Now do you think Wiat tho tax on ground 
rent can ho passed on hy the owner? 

.•I.— -In extreme cases, 1 should think so. In ordinary cases I do not think 
U j)Oosilile to iraiisfor it to the occupier, lint whore lh*crc is oxtrcnie shortage 
of inin!, the occupier will have to pay a higher price. 

Q, — \ on do not think that a lax on registration of marriages is practicable? 

.1. — I do not tliink so, except where marriages are already registered. 

Dr. Parnn}]ii/r. fl.— In .some communities it is iiracticablc. 

.•!. — \ e.s, in the Clirislian and other coinnninities where tho practice is 
.ih'cady followed. 

fj- — You know possUily th.if in .seivivil cities there is a municipal tax an 
musical instrninont.^ n.scd in marriages. It practically amounts to a tax on 
marriages as every Iliiicln marriage reipiires the use of musical instruments. 
If 3 on iovj* a tax of a rupee or two on eacii marriage, it will fetch a lot of monoj’. 

.1. — If it could be done without compelling them to register marriages, I 
would not object. 

V. — It will bring in alout 50 lakhs a j'oar at Re. 1. 

.1. — Yes, if would not lie fell and would bring in a good deal of money, but 
if j’ou make tho registration of marriages compulsoiy, I am sure people will 
bring in religious and other questions and there nny be diniciiltj'. 

! 

Q . — ^Wliat would j’ou say to a tax on patent medicines? 

A . — I would not tax medicines, because wo want more medicines. 

Q . — Do \'ou want more patent medicines? 

.•1. — If they arc good medicines. 

Q. — Have j’ou read the report of the British Medical Association on the 
-annlj’sis of patent medicines in England? 

.‘1. — If they are really bad things, they won’t have any large sale. 

Dr. Hyder. Q . — Tho advertisement columns of newspapers are full of these 
advertisements and thej’ are verj' bad medicines. 

A. — If it is practicable, I would not mind a tax on patent medicines. 

77/e President. Q. — What do yon say to a monopolj" of explosives? 

A . — I hardly think I have thought over the question; it can only be by 
•Government. 

Q . — You would rather favour a tobacco tax ? 

A. — Yes. 

Dr. Hyder. Q. — Have tbej'^ got a tobacco tax in Indore State? 

A. — No, except when it is exported. 

The President. Q. — Is it an export duty? 

— ^Yes, that is more profitable. 

Dr. Paranjpyc. Q.— During the war time, grain was cheap in the Indore 
uitate ? 

A . — That was because export was prohibited. 

The President. Q. — Have they got a customs line all round Indore? 

A. — Yes. 

Dr. Hyder. Q. — Do you get goetd revenue from these duties? 

A . — I think they get more than 20 lakhs. 



271 

The pTctxitnl Q — Is it really a transit duty put on as customs dutx 
where there is a cross road ^ 

A — Ves 

Q — Do jou know anjlhmg about the system of the payment of stafi’ Have 
^ou a system called Katchi system’ 

4 —The staff aro paid m cash the officers m charge are paid fixed salaries 
Q — Ire the salaries sery high’ 

^ — For the staff they sary from 11s 15 to Us 40 At Indore there are officers 
getting moio than Us 150 and you get practically all the levenue from Indore 
it IS a big distributing centre lor the whole of Central India 
Q — \ou still ha\e a tax on tiansictions’ 

1 — \o, iheio IS a tax on cotton speculation 
Q — How does that work’ 

1 — ^^hene^cr there is any transaction, it must be registered, if it is not 
registered, you cannot claim the money and as the tax is \cry small e\ery 
body registers They do not gel much income, I don t think they get more 
than a few lakhs of rupees 

Sir Percy Thompson Q — Have you any idea what the pitch of the land 
revenue is m Indore’ 

1 — 'About five years ago they had a Committee I was on that Committee 
-and it was estimated that the rate of land revenue then was higher than in 
British India 

<2 —What relation docs it bear to the rental value’ 

1 — Slightly higher than SO per cent of the rental value but the acreage 
per head of the agricultural population is more than 2^ acres in Indore, while 
It IS less than acres in British India 

Dr Ilydtr Q — IVhat is tho theory they have m Indore, is it the theory 
•of landlordism’ * 

A —There are jagirs, as also the raiyalwari system 
Q —The land belongs to the State ’ 

A —The lands are 'the property of the Dorbar, the ruler of the State has 
other lands in his personal capacity 

Dr Paranjpye Q— Your reply to Q 122, regarding the possible means 
of levying a tax on tobacco You appear to recommend No (2)/ its, requiting 
all tobacco locally grown or imported to bo sold to the State by which i» is 
made up and sold at fixed prices That would mean that you would have 
an enormous State tobacco industry as in rtaoce 
A — ^This method is the only practicable method 

Q — ^What IS your objection to No (1), imposing an acreage duty on cultiva 
tion’ 

4 — It will levy equal duty on good and bad tobacco 

Q — Tou can very easily have a differential duty when a piece of land 
produces tobacco of a high quality, and you can have different duties for 
different districts 

A — If that IS done I wouldnt mind but by acreage duty I understood 
a fixed sum per acre 

Q — It IS just possible to have different rates 
A — That will take an army of Inspectors 

Q — He wouldn t go from field to field , what does it matter if food grains 
are cultivated m place of tobacco’ 

4 — In Bengal almost every cultivator grows tobacco for his private use and 
for sale and the quality vanes a good deal I have not got experience of 
other places 

Q — ^’Yould you agree to a system under which the tobacco should not be 
iold except to licensed xendors who deal in retail tobacco trade’ 

A — I don t think I would agree to that, because that will create a monopoly 


i 
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Q - — In the Patiala State there is a monopoly which is working very well. 

-I- More money is paid by the people as tax to the licensed vendors than 
comes to the State. 

Q - — The right to sell would be sold by auction. 

*!• Bnt once a man gets the right, he would have a monopoly in that area. 

Q- After all it is not a necessity ; anotheu, time another man will come and 
bid against him. 

-I. — It is uneconomic from the point of view of principle. He takes more 
from the tax-payer than what goes to the coffers of Government. If Govern- 
ment directly takes it over, the whole of the profit will go to it. 

Q ‘ — It will be an enormous business to manage ; practically you have to- 
have a tobacco officer in every village. 

A . — His expenditure will also bo covered. 

Q - — ^After all. Government machineiy spread over a whole country would 
be very much more expensive than licensed vendors who might sell tobacco in 
different grades of preparation. 

A . — There are village officers and Government officers to do the work. 

Q. — There will be too much corruption; a private man will do it very 
much hotter. -> 

A. — This question should be dealt with from the point of view of pro- 
ductivity. 

Tke President. Q. — ^You are in favour of a succession duty which you would 
graduate in the way shown in your answer to question No. 138? 

A. — Yes. 

Dr. Paranj'pye. Q . — I do not quite understand how you desire to differentiate 
between the joint family system. Any member of the joint family can claim 
partition. In Bengal nobody can claim partition while_ the father is living. 
In our parts, a son '■can claim partition while the father is living. In that 

case, the son has actually got a share, because he can get it at any time. In 

Bengal he cannot while the father is living. 

A. — I suppose then +hat the son ought to be taxed.. 

Q. — In Bengal if a man dies and if he is the head of the family, the pro- 

perty can be taxed. 

A. — On his death. 

Q. — ^But if the manager of the family is one of the brothers, then there is- 
a difficulty. 

A . — He must have a share in the family property. x 

Q. — The other brothers are not the managers; they have in that case a part 
of the property which they can claim at any time by claiming partition; couldn’t 
you do it in that way ? 

A. — The tax will be imposed on the share of the dead man, not on the 
share of the others. Similarly, when a son dies while the father is living, 
the son had a share which he could claim at any time in his lifetime. 

Q. — You will have to assess some property twice over. As soon as an 
infant son is born, he actually becomes the owner of a certain amount of 
property. 

A. — ^We must make some provision for that. 

Q. — What do you think should be the minimum of exemption ? You are 
in favour of having two sets of duties, one on the whole estate left and the 
other a legacy duty. 

A. — As it is in England there is graduations, whicE is based on the amounts 
as well as the degree of relationship. I would not make any graduation outside 
the joint family. 

Q . — Supposing you are separated from your brothers; those brothers would 
be your' heirs if you die without any children. 

A. — In that case coparceners should be taxed at a higher rate, 

Q . — ^Would you have many different classes of rates? 



273 


A — Two will be enough, one for the members of Ihe Ijoint fflmily and the 
•other for those outside it, or one for Uose m direct descent and the other for 
collaterals 

Q — You say that the revenue from a tax on property should go to the 
-province m which the propeit) is situated How would vou determine that’ 

4 — The succession duty on a property should go, in my opinion, to the 
province where the property is sitnat^ ' 

Q — If the property were situated all over India’ 

A — Each province will get its share of the property 
p — Where would bonds be situated’ 

A — ^That IS an admmialTalive difficulty whidi I suppose can be arranged , 
the bonds can be at any place 

Q — Would you allow varying duties *n different provinces ’ 

^ — I do not think they should vary What I felt was that already there 
IS a good deal of difficulty created among the provinces as a result of the 
financial relations 

Q — ^What has been the cause of those difficnlties’ 

A — Some provinces feel that they are paying more For example Bengal 
contributes just less than half towards the whole of the income tax for India 
and a good deal of the customs duty also 

Dr Paranjpije Q — ^The customs duty is paid at Calcutta, but obviously 
the goods are sold all oier Indn 

A — The whole of the jute export duly, for example amounting to 3 to 4 
crores of rupees, is paid by Bengal only I haven t studied the question of 
provincial contributions, but Bengal and Bombay have been very badly treated 
in this respect 

The President Q — ^You would, for instance give to the Punjab the whole of 
the salt duty from the salt mines’ 

A — I wouldn t mind if it is 

Dr Paranjpye Q — What about wheat exported from the Punjab’ 

A —There is no evport duty on wheat 

Q — They will claim to have an export duty for wheat which they exported 
to other provinces 

A —That will be bad no doubt but I do not think there is any other way 
out of it "iou must give the sources of income of Provincial Governments 
to them 

The President Q — There are a good many other couatiies where you have 
Federal and State Governments Do you know of any which operate on that 
principle’ 

A — In most other countries the Federal Government is fixed by constitution 
and when once it is fixed there cannot he any difficulty, whereas in India you 
haie started on the wrong prinaple Money is given m doles to the provinces 
Q — Is it not A fact that when a number of unitary States combine, one of 
the conditions of combination has been that the taxation affecting general 
trade should be the function of the Federal Government and not of any Stale 
Government ’ 

A — Here yon should divide, if yon have no division 

Q — ^When unitarv Governments agree together on a certain 8\stem they find 
it necessary to make taxes affecting trades central a priort, when you have 
a Central Government giving away these functions, you should apply the same 
principle 

A — If you have uniformity all over the country You will find that land 
revenue as regards Bengal vill onlj give jou 44 crores for all time, in other 
places it may be increased 1 do not object to this particular item 

Dr PaTanjpyt Q — ^Do >ou think that, if death duties are instituted, they 
ought to be at a common rate, although the yield should be handed over to 
■the provinces ’ 

B 
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' — Yes, they should ho fixed, collected and administered by the Central^ 

Government. 

* 1 . t 

Sir Percy Thompson. Q. — On what basis are you going to divide them' 
between the various provinces ’ 

‘A. — ^According to the property. ■ 

Q - — Not according to dotnicile ? 

A. — But succession duties ought to go to the place where the property is 
situated. 

7?r. Paranjpyc. Q.— Bonds may be supposed to be located anywhere ? 

A. — ^Wherever administrative convenience will permit. 

Sir Percy Thompson. Q. — You seem to be very positive that the location of 
the property should be the detei'mining factor in assessment. What is your 
authority for this ? 

A . — Tt seems to me that it is only just to give the income from a property 
to the province where the property is situated. 

Q . — Have you seen the report of the Committee on double taxation appointed 
by the League of Nations? They tahe quite a different view from yours. 

4. — If domicile is allowed, then the income from one province goes to- 
another. Land essentially belongs to the province and ultimately a duty will 
have to be paid on it. 

Q. — Not necessarily; so far as stocks or shares are concerned, they do not 
come out of the land? 

A. — They can be transferred, whereas land cannot be taken out. 

Q. — The ownership of the land can be transferred. 

A. — In that case, the question of the division will be more complicated. 

Q. — Supposing I have my property in Bombay and a little bit in the Centra!’ 
Provinces, you may charge me an enormous rate on that little bit, simply 
because my total wealth, most of which is in Bombay, is large. If you are- 
going to do that, surely the logical method would be to add up the properties 
and to charge the properties in any province at a particular rate. . '' 

A. — How will it be divided among the provinces ? 

Q. — The property in each province would pay its appropriate rate and the 
yield from that is credited to the province concerned. 

Dr. Paranjpyc. Q . — The amounts may be credited to the provinces, and' 
the extra amount due to the addition of the two properties may go to the 
Central Government. 

A. — That will be too complicated. 

The President. Q. — Have you read the extracts in the annexure to our- 
questionnaire from the report of the Committee appointed by the National Tax 
Association to prepare a plan of a model system of State and local taxation? 
They say ; — . - 

“We propose, therefore, a personal tax which shall be levied consistently 
upon the principle of taxing every one at his place of domicile for- 
the support of the Government under which he lives : a property 
tax upon tangible property, levied objectively where such property 
has its situs and without regard to ownership or personal conditions; 
and finally, for such States as desire to tax business, a business tax 
which shall be levied upon all business carried on within the juris- 
diction of the authority levying such tax.” 

What do you say to that as a method of division? 

That will be a good method and T do not think it differs very much 

from what I have said. 

— ^What about the business tax? 

• • ^There arh business taxes and they would go to the province where the- 

bnsiness is carried on. 

i- 



Mr. A. E. MATHIAS, C.I.E., I C S., Pmancial Secrelaty to 
Government of the Cential Provinces, was next examined. 


Written memarandJin of Mr. Mathias 

Q 106 — I •would accept the proposition that m the case of national or 
onerous services administered by a local body, the mam criterion for levying 
the taxes necessary for snch services is the ability to pay I would not 
accept -without qualification the proposition that in the case of local or 
beneficial services the criterion for levying taxes necessary for such services 
IS the measure of the benefits received This latter phrase is vague and 
affords little guidance m assessing any particular tax The benefits of a 
pure water supply for example may be incalculable If on the other hand 
the measure of the benefits received is to be taken as the cost to the local 
l»dy of providing the service 1 consider that taxation should not neces- 
sarily he limited to the actual cost of the service to the local body, for 
example a good -water supply, or a good electric light supply, may for local 
reasons be produced very cheaply , m such a case there is no reason why 
the local body should not charge a rale in excess of cost of production 
based on the rates charg-'d by other local bodies m areas comprising a popu 
lation of similar taxable capacity 1 would therefore, qualify the second pro 
position by suggesting the following principles of assessment — 

(a) In assessing a tax necessary to provide for a beneficial service n 
local body should so assess the tax as to cover at least the total 
cost of such service 

(fi) In considering the nature and incidence of the tax to bo imposed, 
the local body should take into account the class or classes of 
the population likely to benefit most from the proposed beneficial 
service 

(c) Where the beneficial service consists of the supply of commodities, 
as for example water or electric light the principle of assess 
nent as between individuals should bo the quantity of the 
commodity supplied 

2 Q 107 —I consider the taxes included in schedule II to the Scheduled 
Taxes Rules are sufficient For the reasons given m connection -with ques 
tvesu No lOfi I cuusidet that luxes wupoeftd va rttuxu iot seiwuea rendn^d, 
vtz , water rates lighting rates scavenging rale drainage tax, fees for the use 
of markets should be compulsory As Deputy Commissioner I have found 
that it IS common for such services to involve Mun ctpal Committees in a 
net loss and that there is the gre3te‘'t reluctance to increase rates 

3 Q? lOS to IIS — Octroi —There is liHle doubt that octroi duty offends 

against most of the canons of taxation Although under the rules, schedules 
of octroi are hung up in the octroi stations many of those who pay octroi 

are Illiterate and have to accept the rate stated by the octroi muha-rrir, the 

tax therefore, offends against the canon of certainty It also offends against 

the canon of economy of collection , a large staff has to be engaged to man 

the various octroi outposts* and to snpemse the work of the octroi nuharTXTS, 
while octroi outposts have to be built and maintained There is always 
grave danger of embezzlement by mukttrrxTi and to ensure the maximum re 
turn highly paid and efficient octroi superintendents and inspectors should in 
variably bo employed It offends against the principle of convenience of time 
of payment, because the duty has to bo paid by the agriculturist or trader 
before his goods are sold Octroi can bo and is easily evaded by collusion 
with the muharTtr, especially where the supervising staff is weak, m the 


• Thecoit of eolleetioninKsirpnrManJHpalitjUBs S3 OiO snlost Es 4 ?9000 eollected.liat In the- 
gTusller intinl£ltitlitl»a it ia pro^rtwnate^ 

s 2 
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same way fraudulent refunds can also be obtained. In i.bose municipalities 
where head loads of straw, etc., are not exempt, octroi on this class of goods 
is frequently evaded bj’^ avoiding the roads on wliich octroi outposts .are 
established. Chief among the opportunities of peculation by the, staff is the 
power which octroi nmJuirrirs possess of holding up goods for hours at a time, 
if the owner is not prepared to accede to , their demands. While 

we may allow due weight to the disadvantages of octroi duties, and they 
nre many, the case against this form of duty should not be over- 
stated. Western w'riters are apt to ignore the part w'hich is played 

in India by custom, fear of loss of reputation and bargaining in the fixation 
•of prices; supply and demand are not the only factors in determining prices, 
nnd it is not correct to say that the octroi duty even on necessaries is invari- 
ably borne by the consumer. 

4. Where the commodity is a staple export, e.g., wheat, the price is 

■determined by world conditions, and what is paid to the producer is roughly 
•export price minus cost of transport. As the commodity can be exported 

from stations where no octroi tax is levied, it is probable that in a munici- 
pality where octroi is levied the tax will be borne by the consumer. It does 
not follow that the tax bears hardly on the consumer. Where the tax is 

•comparatively light and the cost of transport heavy, the actual price paid 
by the consumer may be moderate, and in fact much lighter than in other 
parts of the same province. For example, in Jubbulpore wheat is very much 
•cheaper than in Berar. Due attention should be paid to this and in fixing 
nn octroi scale, it is desirable, in taxing raw commodities which are neces- 
saries, to tax those produced in large quantities in the vicinity of the local 
body concerned. 

5. Whei^ the raw commodities are not a staple of export and the muni- 
cipality is^the main market, the octroi falls mainly on the producer. Again, 
whei’e the margin between the wholesale price and the retail price is very 
large the octroi duty falls on the trader. For example, in Nagpur where the 
retail price of oranges varies between large margins according to the ignor- 
ance or inexperience of the buyer, while the wholesale priee is fixed, in 
proportion low on account of the expense of transport to the Bombay market, 
the octroi duty on local sales falls on the trader, and on exports, on the 
•consumer in Bombay. 

6. Octroi duty on raw materials for manufacture falls either on the manu- 
facturer or the agriculturist and on imported goods (save where trade consi- 
•derations interfere) on the consumer. 

It is clear from these considerations that octroi duty does not necessarily 
bear hardly on the poor classes; moreover, the rates fixed are so low that the 
effect on prices is very small. For example, in Nagpur the rate on grain is 
•8 annas per cart drawn by two animals. 

7. It must be admitted that octroi has certain definite advantages. First, 
it is a very old tax ; it is recognized by custom, it is acquiesced in and its 
disadvantages are discounted. It is moreover in the main paid by the 
trading classes in the first instance, who may be expected to be alive to their 
own interests and to take steps to minimize the inconveniences of the system. 
Owing to the low rates fixed it does not bear hardly on consumers, while it 
secures that those classes on whom a direct tax cannot be levied shall pay 
their share to the cost of the municipal advantages which they enjoy. Finally, 
it produces a large amount of revenue and is not easily replaced. 

8. Terminal taa:.--The terminal tax is economically far more defensible 

than the octroi. It is collected through the agency of the railway on certain 

exports and imports by rail. It is thus easy and cheap to collect, and offers 

little opportunity for fraudulent practice. While octroi duty falls frequently 
on the producer in the first instance before he has an opportunity of selling 

Ills goods, terminal tax falls on the trader or the consumer. Since the con- 

signee has in the majority of cases to pay railway freight, the tax satisfies 
the canon of convenience of payment, since it is elearly convenient to pay 

^both railway freight and tax at tile same time. Recently, however, the rail- 
way authorities have increased their rates , for collection, probably for good 
reasons, from 3 per cent to 5 per cent with a minimum monthly payment 



of Rs 100 Thjs in the case of the smaller Municipal Commiltecs renders 
the collection expensive 

9 A distinct tendency has manifested itself to convert terminal tax into 

an octroi duty without refunds and to tax the country side for the benefit 
of the town As an example of this I would refer to the proposal in one of 
our largest Municipal Committees to impose a tax at Ils 2 per carl on all 
cotton imported or exported whether bj tail or by road Such a proposal 
would necessitate the maintenance of octroi posts on the roads, with all the 
attendant possibilities of fraud and extortion The tax would fall partly ont 
the local mills, but mainly on the cultivator This municipality being an 
important cotton market, agncnltnrists bring their cotton from long dis 
tances — frequently from localities 100 miles away , they already pay wheel 
tax for the use of the roads and market dues for the use of the market * 
the proposed tax is in fact an attempt to relieve the residents of the mum 
cipality of taxation at the cost of the agriculturist Provided however 
terminal taxes are fixed low and the system of collection such as to avoid 

the possibility of fraud, there is no objection on the ground of taxation of 

through trade 

10 Ilouit and land tax — This tax i(which is distinctJj Bnpopnlar) is 

entirely justified on economic grounds So far as the owner is concerned 
the value both of h s bouse and land is increased by municipal improvements 
while the occupier perhaps to a less extent also benefits At the same time, 
judged by the standard of ability to pay it must be confessed that the tax 
is not as justifiable in India as in Europe The size or value of a house is 
in Europe some measure of the resources both of the owner and the occupier, 
while it IS not always so in India The tax is levied in only two of the- 
Municipal Committees m the Central Provinces and in nine in Berar When 

levied it is assessed at the low rate of 5 per cent to 7 per cent of the 

annual letting value 

11 Economically the tax is a good one but my experience is that there- 
is difficulty in assessing the letting value of the bouse or land To ensure 
that the tax is not evaded, it is in my opinion necessary to engage a special 
staff of well paid men to draw up the assessment lists As a source of 
revenue, I consider the tax has great possibilities, hut I am convinced that 
it will be difficult, if not impossible to persuade local bodies to introduce 
such taxation on xn adequate scale No limit has been imposed by the Local 
Government on the amount of this tax 

12 Under the Central Provinces Municipal Act the house and land tax 
rs recoverable from the oivner in the first instance, it may, however, be recovered 
from the occupier, in such a case, the Act provides that it may he deducted 
from the rent by the occupier In spile of this provision there is no doubt 
that in the case of houses, the incidence of house tax is on the occupier The 
incidence is not so clear in the case of lands, which in certain circumstances, 
falls cm the owner, as for example, where land 15 available in the vicinity of 
but outside, municipal limits The limit of house tax is very low, for example, 
in one municipality no tax js leviable when the amount would he under 8 annas, 
while in anotlier the tax is not leviable on houses, the annual letting value of 
which IS under Rs 12 I am inclined to think that limit should be raised 
since the collection of small sums is not easy and involves much lime and trouble 
At the same time at least in the larger municipalities I would enhance the house 
tax substantially 

13 Land cess — As regards the land cess, I would refer the Committee te 
sccHons 48 and 49, Central Provinces Local Self Government Act which Jays doivn 
the conditions under which the cess is recoverable from the landlord and 
tenant,* respectively The cess is recovered with the land revenue, 13 economically 
justifiable, and satisfies the accepted canons of taxation The cess of fij per cent 
of the land revenue payable under section 48, Local Self Government Act, 
IS payable by the proprietor, and as rents are fixed by Government it cannot 
be passed on to the tenant The additmoa) cess payable under section 49 
Local Self Government Act, is payable by the tenant in the proportion laid 
down by sub paragraph (u) of that section 

14 As regards question No 113, I would point ont that so far as land 
cess IS concerned conditions in England and India are entirely different lit 
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The grant may be reduced during the three years of currency on the follow- 
ing grounds — * 

(а) That the local body has mismanaged its affairs 

(б) That it IS extravagant 

(c) That it has used any of the institutions under its control or used 
its powers for purposes other than those sanctioned hy law 

17 I consider it to be quite impossible to lay down any one principle cn 
which grants should be given In the case of particular works, it is obvious 
that the circumstances of each case must be considered, the financial position 
of the local body and the nrgenqi of the work When the grant is made 
for a service, e g , education, it is desirable that the grant should hear 
some relation to the amount spent on such service by the local body , the 
system pre supposes that the amount of expenditure is some guide to the 
necessity of the expenditure, unfortunately this is not true la India where 
It may well he that the more backward districts where education is most 
needed, are least inclined to recognize its advantages or to spend money 
on it At the same time there is much to be said for concentrating on 
extending education in those districts where its advantages are recognized 
in the hope that the enthusiasm of such districts will prove contagious and 
spread to the rest of the province, It must be remembered also that the 
sources of revenue of Provincial Governments are extremely inelastic and 
the only safe principle which can therefore be followed m determining grants 
for recurring expenditure to local bodies, is the ability of the provincial 
finances to stand the strain On the whole I am inclined to think that it 
would be desirable for the Finance Pepartment to i&tnsate to the Educa 
tional Department m the form of a sum tx> be recalculated every five years, 
-the proportion of the normal revenue of the province which can be expended 
on grants to local bodies No great difficulty would be experienced in work, 
uag out such a percentage, and the expenditure m other provinces and 
other oountries could be taken as a guide Since the growth of local bodies 
revenue bears some relation to the growth of provincim revenue, particularly 
in District Councils where the land cess is the main source of revenue, it 
would then bo possible for the Educational Department to work out a definite 
principle on which such grants should be given m relation to the expenditure 
of local bodies with little risk of throwing an undue strain on provincial 
finances Any hardship resulting from the application of the principle adopted 
should be mitigated by financial assistance m the form of a general purposes 
grant The grants made by the Central Provinces Government to local bodies 
stand to other revenue of local bodies in tbo proportion 35 100 and in the case 

of District Councils in the proportion 75 100 Id England m 1918 19 grants 

formed 15 per cent only of the total revenue of local authorities 


18 In question No 118, it js suggested that the efficacy of withholding 
or reducing grants depends on the existence^ of strong local opinion in 
favour of important local services and the enquiry is made as to whether 
such opinion exists m the case of education, sanitation and road mainte 
nance In my opinion the growth of public opinion on these matters of 
xccei ‘ -kable. In Berar in particular the interest 

in • and recently the local Government has 

roce iblic meetings requesting provision in the 

budgeu i»j. i improvement The interest m education 

IS smaller hut increasing, while sanitation is only now beginning to engage 
tbo attention of the educated classes and js ignored hy the masses Public 
opinion is inclined to remain dormant so long as Government assistance may 
ho hoped for when difficulties arise. A striking illustration of this came to 

my notice recently In the well to do town, of Ashti in the Wardha district, 

the dispensary was m the charge of a Di^ensary Committee, hut the medical 
staff was provided by Government. In spite of many appeals the local rest 
dents refused to contribute properly to its upkeep and tlio District Conacil 
also discontinued its grant In the end Government withdrew the medical 
staff and the dispensary was closed Within six months the Deputy Commis- 
sioner received an application for the re-openiog of the dispensary; the 

District Council guaranteed a grant of Es, TOO and local rcsidcnU eollectod 
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and deposited in the Bank Es. 500 in support of the dispensary finances. T 
have no doubt that ^ the grant of greater responsibility to local bodies and' 
the removal of official control does tend to create a more effective public 
opinion in connection ivith local administration. But Government cannot divest 
itself of its ultimate responsibility for good administration, and where after 
extended trial it appears that a fair standard of efficiency cannot be ensured' 
by the stimulus of local opinion, there should be no hesitation in re-establisliimr- 
official control; ” 

19. To sum up my suggestions in regard to local taxation — 

(a) I would make it compulsory to impose taxes in return for definite 

services rendered, sufficient to cover the cost of such services. 

(b) In imposing an octroi oy terminal tax on necessaries, those necessaries- 

should be selected so far as possible which are produced in quantity 
in the vicinity of the local body concerned. 

(c) A terminal tax is preferable to an octroi, provided that the rates 

are low and the burden of taxation is not unduly shifted from 
the town to the country side. 

(d) I would recommend the imposition of house and land tax in all 

large municipalities, with a considerably enhanced limit of exemp- 
tion. A special staff should be employed for assessment. 

(e) Full powers of enhancement of land cess cannot be given to local 

bodies, since this would interfere with the revenue administi’ation 
and adversely affect the provincial finances. 


Mr- Mathias gave oral evidence as lollows 

President. Q.—You are Finance Secretary to the Government of the- 
Central Provinces; you also undertake Local Self-Government? 

A— Yes. 

Q . — Are you in charge of any other department? 

A. — The Separate Eevenue Department, which includes income-tax, stamps^ and 
excise. 

Dr. Paranjpye. Q. — Were’you the Secretary for the Transferred Departments? 
A . — r was Secretary for some of the Transferred Departments. 

Sir Percy Thorwpson. Q.—Ave you dealing with stamps? 

A. — have information about stamps. 

Q . — Do you recognize any stamp, whatever province the dues have been paid 

to? 


A.— Yes. 

Q. you realize the duty on cheques which are drawn here? 

A.— The Allahabad Bank used to get most of ite cheques from Allahabad and 
I the Imperial Bank branches outside Nagpur get them all from Bombay o. 

Calcutta. We do stamp cheques, but comparatively few. 

Dr. Paranjfye. (Q.— Haven’t you got any local banks? 

A. Yes, we have' Bans! Lai’s Bank. 

Q. — Do you stamp their cheques? 

A. — Yes, some of them. _ _ 

Sir Percy Thompson. Q.—Do you acquiesce in that position. 
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A — I think vre have no practicable remedy. 

The President Q — L suppose il is also possible that Bansi Lai buys all Ins 
hundis from you and distributes them 

A — ^Yes, it is possible 

<2— Surely jou can always get this duty by not recognizing stamps impressed 
m other provinces and having an appropnati^ stamp for your own province 

A — I think that was considered some tune ago, hut was dropped The 
question would affect all Local Governments My recollection is that this question 
was discussed at the Finance Member s Conference with reference to the use of 
postage stamps for revenue purposes and as there was no unanimity on the subject, 
It was dropped 

Q — Where a document wluch was valid in one province was not valid in 
another it would lead to difficulty’ 

4— Yes 

\ 

Sit Percy Thomjison Q — A cheque which la drawn on a bank here is not 
liable to ‘tamp duty anywhere else, no other province can say it is entitled to 
the stamp duty on that’ 

A —You aro referring only to cheques’ 

Q — Yes the cheques are the grossest instance of the duty going to the wrong 
province Can t j ou iiav e an appropriated stamp for your province ’ 

A —I think the banks would probably object We have taken up this 
question with the Agents and have asked them to get their cheque books 
embossed in the C P with partial success 

Q — The position is exactly the same as between England and Northern 
Irelxnd An English stamp would not bo valid on a cheque m Northern Ireland 

A — From the dnancnl point of view, the matter is not very important because 
the number of cheques issued on linnLs m the Central Provinces is very limited 

(2— Are nut cheques very much used m these provinces’ 

i —Not very much 

<?— Is there anv other head of duty where the duty is likely to go to another 
province’ 

A — 1 think it is always possible to purchase stamps m any province and use 
them here 

The President Q — Where you have a number of companies operating here, 
the headquarters would be in Bombay’ 

A — Yes, that is a question which we took up m connection with income tax 

Sir Percy Thompson Q — So far as the C P is concerned, you think it 

13 only a matter of a few thousand rupees* 

A — ^Yes, m regard to cheques 

Q — It IS just a scramble for duty between tho different provnnees’ 

A —As regards the Central Provinces li is not an important source of revenue 
m practice, though in theory your argument is probably correct. 

Q — It might be a matter of imjiortance as between two provinces like Bombay 
and Calcutta 

A — I think it IS convenient for the Banks m the la^er provinces to have 
their cheque liooks stamped where they have their head omce for such province 
The Imperial Bank at Calcutta would nUoraliy get all their cheque books stamped 
in Calcutta rather than at Bombay 
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•meSd case of share transfers. You have many '•om- 

'ineiu.ii concerns Loro whoso shares arc bought and sold. ^ 

.i.— Wo get nothing on them. 

/>/•. Paranjpi/e. Q.~ls there a stock e.\change in Nagpur? 

*1.— No. 

a ^ ra‘>''emout for general stamps being made 

-a central head? Do you think it practicable? b 

, .-I- Provided iiiat the division between the provinces can be worked out 
l.aarly reasonably. ^ 

Q. Have any of your increases led to decreases in the total collections? 

"'^‘ch was only passed two years ago, gave us last year 
rougliJy Rs. 10 lakhs. We o.xpcctcd to got 20 lakhs. In the case of Judicial Stamps, 
■» 0 recezved about Bs. 7 lakhs. On General Stamps, wo got something over 3 lakhs. 

, Pamnipyc.. Q . — It is no doubt due to the fact that there has been trade 
depression recently. 

A . — Possibly so, in the case of General Stamps. 

/7ii' Prr.^ifJejit. Q. — ^I’hc stamp fees in the Judicial Commissioner’s Court are 
fixed by the Local Goveimment? 

H.— res. 


Q ‘ — Were they specially dealt with in your revised Act ? 

A. — The increase in stamp duties in the Judicial Commissioner’s Court was 
• not in ovoi'y case in the same proportion as in the other com'ts. 

Q - — Why was that’ 

A . — That is a matter about which I will refer you to our Legislative Council, 
The increase proposed by Government was reduced by the Council in some 
•cases. 

Q . — ^--Vpparently the Judicial Commissioners have no powers under the Letters 
Patent. Is the legal interest very strong in the Legislative Council? 

A . — ^It was iu the old Council. I do not know about the new Council. 

Q . — ^Does the stamp revenue more than pay for the service rendered - as 
regards the Judicial Commissioners’ Court? 

.-1. — It doesn’t pay as far as the Judicial Commissioner’s Court alone is con- 
•cerned. Pi'obably for the whole province, including the Judicial Commissioner’s 
Court, it does pay. The figures which I have obtained from the Judicial Coin- 
missioner’s Court show that the Court-fees realised from the mufass^ civil 
courts in 1923 were 33 lakhs of rupees, while the expenditure after providing lor 
pensions and not including interest on capital cost of buildings was 30 lakhs. 
We were about 3 lakhs to the good. 

Q . — Have you reckoned the interest on account of all judicial buildings? 

A. — I would refer you to the statement on page 122 of the Provincial Re- 
trenchment Committee’s report which shows that the revenue from judicial 
stamps fell short of the cost of the judicial service by approximately 5 lakhs at 
the time the Report was framed. 


Q.— -Was this after the Bill was passed? 

A.— No, it was before the Bill was passed. The figures which I have obtmned 
from the Judicial Commissioner’s Court are for the calendar year 1923 and do 
not fully represent the effect of the Act; the revenue from judicial stamps m 
1923-24 show an increase of 11^- lakhs over the figmes of the on which the 

Retrenchment Committee’s report was based. As that report 
5 lakhs only it is probable that the revenue from judicial stamps covers the co t 

-of civil courts. 
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Q — ^Your figures are for civil and cnnunal conns’ 

A — ^They are for civil courts only 

Q — ^What about criminal courts’ 

A — bave not got figuiea abcnit Ihesm On the whole it is probable that the 
receipts cover the cost of the service, because as 1 have said we have a large 
jQcrease m revenue. 

Q — But the criminal courts vnU cost yoa more ’ 

A — ^We increased the stamps on criminal complaints very heavily 

Q — By how much ’ 

■i — I cannot tell you off hand, but wo proposed to double them my recollec 
tion IS that it was slightly reduced by the Council 

iiir Percy fhompion Q — You cannot eiqiect the criminal courts to pay their 
way Surely if a man is going to commit murder and you have to hang him, it 
will cost you some money 

The Preeident Q — ^Do any of your village officers do any civil work m village 
puncaoyuts ’ 

d -<-\Ve have a few civil jianchayata, they do not relieve the courts of even 
petty suits 

you pay for certified copies through stamps m these provinces’ 

A —We take 2 annaa stamps on the application and then the applicant pays 
accoraing to the number of words on the sheet lior 180 words, he pays 4 annas 
die actually pays m cash which is converted into stamps and affixed to tbs 
copies iie piouuces his own paper which he buys from the Treasu y 

ii,; — It comes into your stamp revenue? 

.a— Yes 

V — uoes that more than cover the cost of the service’ 

d — Not in the Judicial Commissioners Court The figures are income 
11s t},8U0, expenditure Us 11,500 But in the whole of the civil courts m 1923, 
■the income was Us 148,000 and the expenditure Us 138,000 

Q — ^ou never bad the system of copy stamp papers’ Would you advocate 
using that? 

1 — No^ unless some particular advantage is show-n to accrue from it 

Q — You ge’ a uniformly good class of paper which has the stamp impressed 
on It, so that when the mau applies for his copies, be files so many sheets of 
this paper and then you calculate the profit and loss account between the receipts 
on the copy stamp paper and the cost of copymg 

d — Yes, for accounts purposes it may be advocated 

Dr Paranjpye Q — One copyist may write m large handwriting, while another 
in small 

d— Yes. 

TAe President Q — Your paper is spaced so that you will get a uniform 
number of words on each sheet I suppose you get practically all your copies 
typed 

d —Yes 

Sir Percy Thompson Q — On page 275 of your written statement you say that 
you would not accept without qualification the proposition that m the case of local 
of beneficial services the criterion for levying taxes necessary for such services is 
tbs measuro of the benefits received Tha principle of assessment should be the 
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commodity supplied. In regard to a charge for water, the charge 
cover it proportion to the quantity used, not that it should exactly 

Yes. 


Q-~^ou would also admit the principle of what the traffic will hear.> Toe. 
don t charge the same for a quantity of water supplied to a mill as to a house. 

A . — ^We do make a distinction in such cases. 

Q- That is, you charge what the traffic will bear. Again, with refei'ence to , 
your statement on page 275, can you bring any pressure to bear on municipalities 
to make these services self-supporting? 

A . — It depends entirely on the influence of the District Officer. Some District 
Officers are able to get their municipalities to take action j others are not. 

Q . — Would you enforce action by a reduction of grants? 

A.— -Grani.s are much larger in the case of district councils than for muni- 
cipalities and to this extent greater pressure can Be exercised. But if you cut 
your grant off, the net result will merely be to affect the financial position of 
the municipality adversely. It wdll not affect the members of the municipality 
at all, in the absence of strong public opinion. 

Q - — The municipality would be worse off if you did not give them a grant- 
in-aid. Why not cut off their grant for education? 

-1. — That is a grant which it would be possible to cut off, but it would not be' 
advisable fo do so. 


Thi' President. Q . — Would you make the house tax compulsory? It is 
made compulsory by law in certain European countries. 

-i. — I would, if the Legi.slative Council would pass it. 

iQ . — I am asking your individual opinion. 

A . — I would. 

Q . — Is there not an extraordinaz-y provision in regard to district councils in 
the Central Provinces under which they can pz’actically levy any ta.x they like? 

A.— Yes. 

Dr. Paranj'pye. Q. — Haven’t they to get the sanction of the Local Government?' 

A. — No. Section 51 of the 0. P. Act says that, subject to the provisions of 
any law or enactment for the time being in force, a district councU may, by a 
resolution passed by a majority of not less than two-thirds of the members- 
present at a special meeting, impose any tax. 

The President. Q . — These extraordinary powers arise from the provision in 
the Scheduled Taxes rules regarding laws in force at the time the rules were- 
framed ? 

A. — YHien the Act was passed, it was understood that there would be control. 
When the Act came to be interpreted, it was ruled that the law as it stood' 
rendered Government sanction unnecessaiy. 

Dr. Paranj'pye. Q ^When you say that the payment for these services should' 

b’a compulsory, you mean that it should be compulsory fo an adequate extent to- 
meet the cost of these services? 


A. — Yes. to meet at least the cost of these services. 

Sir Percy Thomqnon. Q . — I gather that your general view with regard to 
octroi is that it is an undesirable tax which cannot be got rid of. 

A.— rExcept by the substitution of a terminal tax. 

Q . — You say that a terminal tax is theoretically a better tax. I should have 
thought that theoretically it was a worse tax; administratively, it might he 
better. ' 

A. It is economical to collect and convenient to pay and thus satisfies the- 

canons of economy and convenience. Provided you keep the terminal tax iow,. 
I do not think it is any obstacle to trade. 
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Tht president Q — Are you speaking of a tax on imports, or on imports an^ 
-exports ♦ 

A — Tax on either imports or exports Provided it is kept low I do not 
think it IS any obstacle to trade 

Sir Percy Thompson Q —Would it not operate against a ginning industry 
teing started nithia a toivn’ 

A —Not provided the terminal tax was kept kw enough merely to cover the 
services rendered to the cultivator in the matter of provision of roads or of a cotton 
market The highest rate m the Central Provinces vrorks out about 12 annas 
for a cart of ungmned cotton, which is a fait charge for the markets and roads , 
in fact lb IS about v,hat i9 paid in Nagpur (where theore is at present no terminal 
tax on cotton) hy way of wheel tax and cotton market dues 

The President Q —Does a great deal of cotton go for ginning direct to 
Bombay^ 

4— No 

Dr Paranjjije Q — Some Khandesh cotton come to you for ginning from 
the Bombay side 

A — Pribably but I couldn t say offhand 

Q — Berar cotton has a better o-eputation than the Bombay cotton 
A — Cotton comes to Nagpur from as far as 200 miles north, in order to get 
the benefit of classification 

Sir Percy J/irmptm Q — Is any octroi leiied at any town where there is 
no railway station’ 

4 —There are towns where oclrot is levied and where there is no railway 
station Take for instance Dhandaia 

It will be impossible to replace the octroi duty in such places’ 

1 —You could not replace it 

ft e Presi ?e it Q — lou would impose a terminal tax where there ts a railway 
station’ 

•4 —Yes But the rates should be low and not higher than the services render 
ed justify Otherwise it appears to me that the burden of taxation will be 
thrown on the country side 

t?— A termiiul ta\ can be imposed on load traffic 
4 —Yes 

&tT Percy Thompson Q — It will be subject to all the abuses of the present 
octroi 

4 — \es But mmiicipahties would piobably support it because it throws the 
burden of taxation on the country side 

3/e President Q — What would you say to district councils being allowed 
to impose a terminal tax at railway stations’ 

A — I should be against it 

2 Ac Maharajadhiraja Bahadur of Burduan Q — Are not these rates revised 
by the Local Government from tune to time’ The municipality has a Scheduled 
rata and at a fixed period they send their rates for revision 

1 — Not at any fixed period Whenever a Municipal Committee wants more 
money or if it thinks that the tax bears hardly on any particular class of indi 
viduafs it sends pioposafs for revision and the proposals have to be sanctioned 
1 y Government They may be sanctioned or modified or sent back for reeonsi 
deration A lernnnal tax by district conncila would I think, he an intolerable 
tax on trade if adopted 

Dr Bjder Q —You make the statement (hat it is not correct to say that 
octroi duty even on necessaries is invariably borne by the consumer ” Bv whom 
is the octroi duty home’ 

A —It depends on what is meant by necessaries , I suppose you refer to 
nee wheat jouar 

(?— These are articles consumed by people living in the municipality T 
think probably the bulk of these people are poor ^ 



think I have said that in^the case of necessaries, as for example wheat,. 
■ agriculturist' is the export price less transport costs and’ 

that necessarily therefore, if the price is limited to that, any sale within the 
municipalif y where there is octroi must be paid for by the consumer. 

The President. Q. — I don’t quite see how that works out. Shppose ‘X’ is the- 
cost of production, and ‘Y’ is the world price. A consignment of wheat that goes- 
to Bombay by rail without going through an octroi town leaves a- profit of T — X. 
A similar consignment that goes through- an octroi town would still sell at Y, 
but it has got the added charge for octroi. 

— I don’t quite follow. If the consignment will fetch Es. 50 on export to 
Bombay, all that the purchaser can afford to pay will be Es. 50 7 ninus the cost of 
freight, say Es. 45. If that is the local rate and you import into a municipality,, 
you have to pay Es. 45 plus 8 annas octroi, surely that 8 annas will be borne by 
the consumer. 

Q - — You will have two prices in the same municipality; one for .what is going- 
to be consumed locally and the other for ;what is going to be sent to Bombay. 

A . — ^With octroi you get a refund. If a man sets up his business in a place 
where there is a terminal tax, it will be borne by the trader. 

Q - — Sometimes it is put back on the cultivator, is it not? 

A. — ^In some cases. 

Dr. Hyder. Q. — Take the case of those people who bring vegetables to the- 
market within a municipal area. All the people who supply that particular area 
■with vegetables have to pay the octroi. The question is : who bears this octroi'/ 

A. — This is a question of bargaining. If the local men say that they are not 
going to pay this extra amount, where is the market gardener going to take his 
stuff to? In this case, after many hours of bargaining, a part at least of the 
octroi will be thrown on the producer. 

Q. — ^You say they will have to divide it in some proportion? 

A. — It may be so, but on the other hand, commodities of this sort are very 
often dealt with by a few men or perhaps even, by one man who control the- 
majority of shops or stalls inside the town. If the market gardener outside +he- 
to'wn proposes to put up the price, it seems to me that it is probable that the- 
octroi will be thrown on the producer. 

Q. — This is a special case where the stuff will perish. "Would that apply to 
jowar, rice etc. ? 

A. — It will not apply to jowar. It is hardly in the same category as market 
garden produce. 

The President. Q . — Among the advantages of this tax, you refer to the fact 
that it secures that those classes on whom a direct tax cannot he levied shall, 
pay their share of the cost of the advantages which they epjoy. To what classes 
do you refer? 

A. — I was thinking of the labouring or artizan classes, e.g., mill hands. 

Q. — Not the traders or middlemen ? 

A.— No. 

Q. — What is the nature of the wheel tax you refer to ? Is it a kind of toll on 
carts coming from outside? 

A. — I think the rate is 3 pies every time a cart comes in. I am not sure and 
should like to verify the point. It is in the nature of a toll. 

Q . — Haven’t you got the usual exemption for farm carts? 

, — ^Where a terminal tax on cotton is levied, the cotton carts are usually 

■ exempted from this wheel tax. . , , , u 

Sir Percy Thompson. Q. — As regards the house and land tax, apparently, 
you think that it is right that the tax should be levied on the owner? 

A. — Yes, I think it is. 

Q. — But surely it is the occupier who directly gets the benefits, 

•A.— If you consider that the value of house property depends to a great a s- 
tent on the improvements made and public services rendered by.tho^municipaht'yr- 
' there' 'is "some justification for throwing part of it on the owner. 
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Q —But so far as tho tax which is based on utility is concerned, it is the 
occupier who gets all tha benefit, is it not unfair to tnsKe tha owner pay for it’ 

A — I had in mind cases m winch a municipality might lay out a park, n 
which case all residential buildings m tho vicinity would at once increase in value. 

In practice howoacr it is usually tho occupier who pays and although tho local 
Municipal Act distinctly lajs down that house tax should bo charged to the owner 
that docs not praaent tho owner from passing it on to the occupier by raising 
tho rent 

Q — You are referring to paragraph 12 of jour written statement where it s 
said that ‘ it maj be lecoiercd from Iho occupier, m such a case, tho Act pro 
Tides that it may be dciBiclod from tho rent by tho occupier ” 

I — ^Yos, the intention of tho Act was that tho tar should be collected from 
the owner 

■Sir Percy J lioinpson Q — ^You saj that tho intention of the Act is to make 
tho owner bear the tax’ 

A — ^Ygs, but in actual practice it docs not work in that way because the 
owner merely enhances tho rent and tho incidence of tax falls on the occupivr 
Q — Suppose jou haae a tar whero thco-e is plethora of houses’ 

A — This IS not tho case in the Central Provinces 

Q — For instance we have heard it said that there are plenty of houses m 
Benares which can harily bo let* 

A —I do not know if that is so 

Q— In th«t case the houseowner has to pay’ 

A — Quite so 

Tfie President Q— If I understand it rightly, we were under the impression 
that this house tax is leiied m great number of municipalities’ 

, 4. — No Tho column m the mumcipal statements does not distinguish between 

the house tax and tax or tax on circumstances It includes both House 

tax 1 ^ in force lu Khandwa m tho Central Provinces and some nine places 
m Berar 

Q — Is there any land tax ’ 

A —I do not think there is any I would not like to say so definitely without 
verifying the fact 

Q— What IS the difference between tho tax on circumstances and the profession 
tax’ 

A — Profession tax is usually assessed on income much like an income tax 
The haisyat tax is assessed in the Central Provinces in this way The total 
amount to he recovered is first fixed, the inhabitants are divided into classes 
according to circumstances, to the persons in each class are assigned a certain 
number of units, those in the highest class having tha most units, the total soma 
to be recovered is then divided by the total number of units This gives the 
rate per unit, and the individual is then assessed according to the number of 
units assigned to him in the classificalion 

Q — Have you got chowkidari tax in this province’ 

A — No 

Q — How do you pay your villi^e police’ 

A — Do you mean by village police, village l.olv,al8 ’ 

Dr Paranifye Q —You have polire patels ’ 

A - — We have no police patels Wo have jaglias m Berar who are remunera- 
ted by a cess m a special form 

The President Q — Special cess levied on land ’ 

A — ^Yes 

Q — In tho Central Provinces, how does it work? » 

A — They have a special cess called totu-ofs’ cess In some cases the kotwala 
get free land also 

Q —Does this come mto the accounts’ 
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-4.— The jaffUa cess comes into account. It was introduced only two vears 
"ago. 

Po.ranj'pye, Q . — ^That was in replacement of baluta, is it not ? 

A. — Quite right. 

• r j Q- fix the liaisyat tax in a lump sum, on what basis it 

IS fixed? 

. 4’ -^.cpording to the needs of the local body and .subject to a maximum and 
minmaum in individual cases. In practice it is not varied from year to year and 
a variation requires the Local Government’s sanction. 

Q . — Is it not earmarked for any particular purpose? 

A. No. In practice it is usually assessed by small municipalities. 

Q' ^You advocate a special staff to assess house-tax ? Have you any idea of 
that work being done by an Extra Assistant Commissioner? 

A. — I know of no such case. 

(3* — 1^0 you regard it as a satisfactory way? 

A. — Yes. It will certainly increase the receipts. 

Sir Percy Thomjjson. <2.— Would the local bodies object to that or they would 
welcome it ? t 

A. — I think the local bodies as a rule object to any outside interference. At 
any irate in the present political situation they will do so. 

2’he President. Q . — Do you regard it as a sound principle of administration? 

A. — It is most desirable that all taxes should be collected by an independent 
body. 

Q . — Are you acquainted with the Calcutta practice? They have an official 
valuation. The local body has no concern with it. 

A. — I am not acquainted with it. 

Q . — ^You refer to the minimum of thei house-tax. You think it should Se 
raised ? 

A.— Yes. • ' 

Q. — Does not that depend very much on the nature of the valuation? If you 
'have got a low valuation, what will you do? 

A. — My opinion was given on the assumption, that the valuation is correct. 

Sir Percy Thompson. Q. — ^Even if it was thought right that the house and 
land tax should be borne by the) house-owner, we are told that it is most difficult 
to collect it from the occupier. Do you think so? 

A. — If you have a very small minimum I think it is difficult to collect; but 
if the minimum is raised, with a good staff there should be no great difficulty. 

Q. In paragraph 13, you say, “to permit local bodies to enhance their rates 

without limit would necessarily result not only in a considerable disturbance of 
the land revenue administration but in seriously embarassing the provincial 
finances’’. Do you think that land-revenue in this province is very low? 

A . — In parts of some districts the land revenue is high, but generally it 'S 
low, especially in the south. 

Q , — ^You cannot increase the land revenue during the currency of settlement? 

A. — ^No. 

— ^But the local body can raise its land cesseh. 

A.— Yes. 

Q, — Without any limit? 

A . — No, not without any limit. 

think section 49 of the Local Self-Government Act gives power to raise 
"the additional cess? 

^Yes but subject to a limit and with the previous sanction of the Local 

•Government. ", _ ^ 

.You are no doubt acquainted with the Bengal Eetrenchment Committee 5 

Heport ? 



A —I ha-^e read it I don’t think I remember the recommendations m nny 
detail 

Q — One of their chief i ecommendations was that owing to the low lard 
(revenue, the local body should lake over some services and pay for them by in- 
creased cesses^ 

4 — They ha\e a fixed land revenue m Bengal but we ha\e here a land 
revenue subject to periodical revision The remedy seems to ma that Government 
should increase the land revenue and not hand over service to the local body 
Q — You just now said you cannot increase it during the currency of settle 
ment ’ ' 

A — No We are handicapped as to the time of making enhancements. I 
quite agree to that extent Theoretically land revenue should be increased aa 
the value of land increases, but there are practical difficulties in the way. 

Q — Is it not practicable to hand over some services to the local bodies, the 
cost to "be met by imposing cesses’ 

A — If the local body is competent to undertake them, which is not always the 
case 

Q — ^You have tolls m your province’ 

A — We have practically no tolls on roads 
Q — But you haie quite a number of femes’ 

A — ^Yes, we have a number of femes 

Q — Are the receipts earmarked for the purpose of constructing bridges ’ 

A —No, they are not earmarked The tolls on femes are levied largely by 
the Public Works Department though there are also district council ferries 
Under the Northern In(iia Canals and Femes Act we are hound either to hand 
over the proceeds to the district councils or spend them on certain objects <{ 
utility for the use of tlie local mbabitants 

Q — Does it not amount to tl\p’ You fail to bridge a river and the unfortun 
ate passenger has not only to cross the barrier provided by nature, but you take 
a tax from him for the temporary convenience provided to him Your charge 
IS in excess of the cost of the boat, then you are taxing him’ 

A —Yes you are taxing him 
Q — Is that a sound policy’ 

A —It IS not, but the local bodies in this province make little profit and 
sometimes incur a loss on these ferries 

Dr Hydtr Q — I see in the report a figure of Rs 44,000 against this Do you 
think that the expenditure exceeds the receipt’ 

A — -You refer to the municipal report, the figure has no bearing on the ques 
tion of femes The figure refers to the tolls levied by the Akola municipal 
committee ou a bridge The idea was to finance the loan for the bridge 
Q — ^tVill 50 U please tell us what is meant by satta and jayfia cesses’ 

A — Here it refers to tlie pilgrim tax I do not know why the teim ‘satta' is 
employed The sa<fa, properly speaking, is a tax on cotton futures Heie it 
refers to the pilgrim tax which has been imposed m Ramtek two years ago The 
jaglia cess is a cess levied in Berar for the watchmen of the viUages 

Dr Paranjpye Q — Have you taken any step to deal with the cases in which 
the grants for education actually exceeded the expenditure’ 

A — I think the Director of Fuhhc Instruction is considering what act 
should he taken 

The President Q — Have you ever considered the question of making 
some taxes to tlie local bodies, giving them powers to tax entectainments, 
a surcharge on stamps or letting them have license fees on liouor shops’ 
t I think the answer depends on which of these powers jou propr 
them GenoroIIy speaking local bodies ar® averse to introd 
taxation 

Dr ParoTijpye Q— Have the municipalities ever asked for ao 
transfers within their limits’ 

A— No 
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Q' You liavD uover considered the alternative of larger taxing power for the 
local bodies instead of giving them a share? 

-'1. I think the tnuiiicipolities have already got sufficient taxing powers. 
My own personal opinion is that if they really have a proper assessing and 
collecting staff their powers of taxation are already sufficiently wide to meet 
tlieir needs. I refer mainly to nuinicipalitics, as the revenue of district councils 
is not as elastic and is already largely ’ collected by Government agency. 

^ (?.— Your educational cess is going to be something of tho nature of 

nmsyafi 

•1. — Yes. That is so far as tho non-agriculturist cess is concerned, 

Q . — ^Who is going to assess it? ‘ 

,i.— Well, there are difficulties in assessing it. In the Act it says it is to 
bo assessed by tho Village Sanitation Panchayat where one has been constituted. 
Where there are no panchayats, the tax should bo assessed and collected by 
tho district council or its representatives but difficulties arise. The local 
bodies in Benir want Government to recover on their behalf, but Government 
considers this duty falls primarily on local bodies and that the existing land 
revenue staff cannot undertake this additional duty. 

Q, — Is it quite sound? 

A. — Quito sound to this e.xtont, that a local body should not be permitted 
to transfer the odium of assessing or collecting a new tax on Government. The 
matter is different if Government undertakes tlio collection of all taxes of local 
bodies. But a district council siiould not be allowed to pick and choose and 
say they will collect one tax and Government another tax. 

Q. — Have you considered tho idea of liaving contracts with them, something 
of the nature of the old provincial contracts? 

A. — You mean as substitutes for grants-in-aid. Most of our grants-in-aid 
are assessed for five year periods. That is practically a contract. 

Q . — May wo now go to tho supplementary ^'memorandum ? We have asked 
your opinion in tho matter of determining the proportion borne by the general 
taxpayer of tho cost of local services. We have found it very difficult, on a 
consideration of the replies of Local Governments, to arrive at any standard of 
comparison on the basis of percentage of gi-ants to expenditure, and it appears 
to us that the only way of arriving at a satisfactory comparison is to take the 
percentage borne by the expenditure of the local bodies to the total cost of 
certain specified services. For the matter of that we find in one province all 
the ffoads are run by tho local authorities and in another province the roads are 
run by the Government. What we want to arrive at is the percentage of the 
total cost of certain services which we should be able to specify for aU the ' 
provinces, getting the comparison of the extent to which the local bodies bear 
their own charges in different provinces. The only way seems to be to take the 
whole cost of the services whether it is incurred by Government or by local 
bodies and take the percentage on the taxes collected by the local bodies. 

A. — What about the grants? 

Q . — ^We will wipe out the grants altogether, we will simply say, so many 
lakhs is spent and so many lakhs is conteibuted. In that way we should be 
able to arrive at the figure the general taxpayer is paying for special services. 

A. — I think the plan is sound enough I do not see any other way. 

The President. Q . — Can you give us any help as to the division of the pro- 
ceeds ivhich you will find at the end of our questionnaire. Professor Seligman 
recommends the combination of three methods. We have nothing to do with the 
Meston Settlement. We are only trying to find out how far the plan suggested by 
Seligman is practicable. He suggests five methods out of which he condeims two 
and lakes only three, f.e., tax assessed by the Central authority with additions for 
local purposes, the separation of the sources of revenue and the division of the 
yield. He suggests the combination of these three Can you tell us if it will 
suit your province ? ‘ 

I will put it in another way. ' , 

Would you suggest that land revenue should be provincial? 

A. — ^Yes. 

^Q . — Customs ? 
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A —It should be Imperial 

Q — Then wliat method out o£ these three you would apply iq the case of 
Tncome tax’ 


A — Income tax m this province is of very little importance 


Q — I meanr^beoretically ’ 

A — Theoretically I would say that income tax most be collected by the 
•central authority I do not think it is possible to collect by any provincial 
authority 

Q — Is it possible fcr such an authority to divide the yield The Central 
Government will say what they want and each provincial Government will »ay 
■wha« they want 

A — ^There vrould then he several Governments each clamouring for a certain 
share Will it not he extraordinarily difficult to assess your income tax before 
hand if a Provincial Government wants such and such a share and the Central 
Government wants such and such a share 


Q — 1 am not suggesting a share Supposing the Central Government says 
it wants 2 annas in the rupee, and one Local Government says it wants one anna 
and another says two annas, will it be possible’ 

A — I think it will be extraordinarily difficult 


Q — Would it nob be possible to arrive at any satisfactory solution by divid 
ing the yield between the Central Government and the Provincial Governments 
as you do m the case of companies situated in Bombay and the Centra,! Provin 
ces’ You are dividing the income tax between the two provinces in the case of 
companies ’ * 


A •»! do not understand on what principle you propose to decide the 
proportion 

<2 -~You have arrived at some proportion with regard to income tax levied 
on companies’ 

i — Yes But here again there ire grave difficulties gave one pro 

portion and Bombay another The proportion is arbitrary larger piovmce 

has the advantage in bargaining I think it will be difficul^^ arrive at any 
fair proportion ■* 

<2 —Would it be impossible to appomt a tribunal like the ^intral Board of 
Revenue which would settle the pioportions varying from jear’ 

A —There will be tremendous heart-burning in the proviy^ 

I am suggesting that there should bo an lodepeDdeat^dy which would 
be ible to arrive at soma sort of justice 

•1 — I doubt whether it would be practicable 

Sir Percy Thompson Q — Supposing you get Over 
jou do for income tax on Government securities deduj ' 

A — I think there will be difficulties People , 
necessarily keep their scrip in local banks 
Bombay or Calcutta 


•^/difficulty Whdt Will 
r at source’ 

, m Nagpur do Hot 

will probably keep it in 


The Presxdcnt Q— So you think it impossible to do anything m the case li 
ncome tax to have the separation of sources’ \ou must leave it purely central’ 

A — Yes, I think so You may give a division of proceeds, as jou have now 

Q — The pie rate ? 

A —Yes 

Sit Percy Thompson Q — Is there no difficulty in that system’ 

A — There is no particular difficulty m arranging that provmces should get 
a share. But the share vanes from year to year 

Q — ^You see no difficulty in arranging to get a share’ 

1 — That IS, if the Government of India levied say. Re 0-16 m the rupee 
on the average, I see no objection m aitangiog that I pie of this should go to the 
province 
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I’lie Piesidcnt. Q. — You think that No, 4 of the methods (Q. 147) could be- 
applied to incomo-ta.x ? 

'I’hero would liavc to be an arbitrary settlement between the- 
central Goverinnent and the Provincial Government and tlie share may be in- 
creased proportionately according to tlio yield. 

Q- Do yon think it would bo possible to arrive at a decision /which would 
DO accepted by the provinces? 

A— I thinlr an arbitrary division would be possible. Of course few 
provinces would accept the decision. They will stand out for more. 

Q ' — You think it preferable to leave the whole thing Imperial? 

■d . — ^It will still bo Imperial. 

<2- — You allow that money to be spent on Imperial purposes? 

A. — think there is great need for elasticity in provincial revenues, but r 
don't see how you are going to get it by any practicable system of division of 
RToceeda. Our trouble is that wo cannot get elasticity. On the contrary when 
wo most need the revenue, as in famines, w'o get the least revenue. 

<3- — Di other federal counti-ies you have got, generally speaking, two income- 
taxes, the State and the Federal iueome-ta.'c. 

A. — E.xactlyj how do you propose to arrange for a provincial income-ta.xr 
Is that to bo collected by the provinces? 

Q ‘ — The general idea is that it is very undesirable to have two income-taxes. 
But where you retain the two, the tendency is to start collection of both by 
one staff. That is the proposition I first put to you. The central Government 
says ‘ we want so much ’, and the Provincial Government will say ‘ we want 
more’. 

A. — You mean that the Central Governinent will put on a rate say at Ke. 0-1-6 
and the Provincial Government will say * wo impose a super-tax in addition at 2 
pies in the rupee ' ? 

— Each Government would introduce an annual Finance Bill and in it 
would ii.x the rate of the tax. ^ 

A. — Yes. 

Q . — ^That suggestion is item No. 2. Otherwise if you have a fixed rate and 
fixed method of division, one province might get much more than it needed. 

4.— Yes. 

Sir Percy Thompson. Q . — Supposing the Central Gover-nraent said ^ we are 
going to have an anna in the rupee ’ and the Provincial Government, ‘ we will 
have half an anna in the rupee ’ and the Central Government assessed and 
collected at 0-1-6 in the rupee and handed over half an anna to the Provincial 
Government. What would be the administrative difficulties? Suppose I am a 
salaried official. At present the Central Government assesses me on that salary 
at a certain rate and collects so such money from me. But I may have some- 
shares in a Bombay cotton mill on which income-tax is deducted. Would you not 
make a further assessment on the profit I get in the Bombay mills? 

A . — So far as I see, there would not be any great difficulty. The income- 
tax department would take the tax on your income in the Central Provinces at 
the Central Provinces rate and your combined income including that from 
Bombay will be assessed at the other rate. Even with the income-tax deductea 
at the source, I do not think there will be any particular bother. Because, 
for instance, the Central Provinces Income Tax Commissioner would not be 
concerned with the deductions on the other source of income, say on the shares 
held in Bombay. 

Q . — ^That is what he should be concerned with. The Central Provinces 
Government wants half an- anna in the rupee on the total income. 

A. — The position is exactly similar to a person in the United Kingdom hav- 
ing income in India. 

Q . — ^But he is assessed on it. 

A . — ^Is he? Then there is a difference between the English and the Indian 
income-tax system, because in India the income is not liable to tax unless it is 
brought to India, so if you follow the same principle in regard to provincial 
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'taxation, the proposal would he feasible Otherwise there would be difficulties, 
other provinces might claim, as at present, on the ground that the income was 
earned in such province 

Q — With regard to Excise, what wunld you say to giving the Central Govern 
meni a basic rate, say the iUst fi've rupees on a gallon ’ 

^ — What about those provinces who desire to prohibit entirely ’ 

Q — You would have to allow that. 

<1. — ^Then where will the five rupees go* Will the Central Government consent 
■to lose it* 

Q — Yes Suppose you have a population entirely prohibited from drinhing 
ou account of caste The idea is to spread the basts of division evenly to give the 
provinces and the Go^ ernnien* of India a share, so that no province should 
benefit by reason of its special circumstances and vice versa 

d — In what way exactly will the proposal affect the amount of excise duty 
in any one province* 

Q — I do not say it need affect it at all The Government of India would Bz 
its basic duty and the provinces would add U> that as much as tiiey please 

A — The idea is to give the Government of India the power to Bx any 
amount they like Will that not lead to some tirouble* Does it not mean that 
the Government of India will necessarily exercise influence over the excise 
policy* If the power la vested entirely with the Government of India, it is 
possible that they might use this basic jate in order to enforce a definite policy, 
say, complete prohibition of opium up to the, 

people and not be acceptable to the -le Govern 

meat of India might pass financial policy lu 

regard to liquor or drugs which woul , ^ . 

Q — To get oier the trouble aliout locally made foreign liquor what would 
you say of making the revenue imperial so as to avoid the temptation of iho 
jirovinces to substitute locally made whisky for imported whisky and so on* 

A — There is certainly rivalry between the Central Oovernraent and the 
Provincial Governments in this matter which such a proposal would eliminate 
Q —What do you say about a tax on tobacco? 

A —I thmk any proposal to tax tobacco is hardly practicable at this stage 

A — Because it is cultivated m every odd comer and it is difficult to prevent 
its cultivation 

Q — Suppose you sell the monopoly of vend in definitely marked areas and 
the cultfvator sells to the monopoly vendor* 

A —1 think it will be difficult to enforce that 

Q — But it n managed with considerable success m Travancore, Patiala and 
other places. 

A — Perhaps they have got a more bureaucratic form of Government than we 
have 

Q — What do you say about the succession duty* 

^1 ~In this province the people have not yet got out of the habit of burying 
money underground and if we impose a succession duty it is bound to drive all 
the money underground 

Q — ^Was it not discussed by your Government* 

I A — It has been discussed by the Govemiaeat and their conclusion was that 
it is not practicable , 

Q — About stamp duties, I think you agree that it is much better that general 
stamps should be centrally administered* 

A — If you work out a fair diviaon of profits, yes But seeing the difficulty 
and the time occupied in deciding similar questions it may not be so easy 
Q — Do you prefer the present division of taxes between the Imperial and 
the Provincial Governments 

A — On the whole, I think it suits this province very well 
Dr Paranjpi/e Q — ^Favourably too* 

A — Perhaps 
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14tii February 1925. 

Nagpur. 
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Pkesent : 

Sir Chabxes Todhunter, K.C.S.I., I.C.S. President 

Sir Percy Thojipson, K.B.E., C.B. 

Dr. E, P. Paranjpye. 

Dr. L. K. Hyder, M.L.A. 


Eao Sahib G, N. SAHASRABUDHE, B.A., LL.B., Pleader,, 
and Member of the Advisory Board of Industries, Central 
Provinces and Berar, was examined. 


\ 


Written memorandum of Rao Sahib Sahasrabui^he. ' 

Prefatory Note. 

I am a pleader practising at Elhchpur, Amraoti District, Berar, for tha- 
past 40 years. Besides the profession, I have served the public in various 
capacities. I ivas an Honorary Secretary of Co-operative Stores in 1886, and 
was a member of the Indian National Congress till 1915. I worked as Honorary 
Secretary of the Ellichpur Civil Station Municipality for 8 years and then was 
Vice-Chairman of the same Committee for 18 years. I was also a Chairman 
of the Nutun General Library and Vice-President of the Recreation Lodge. 
Ellichpur. I was also President of the Board of Diz’ectors of the Berar Match' 
Manufacturing Company Ltd., Ellichpur, which has unfortunately proved to be 
a failure. I was examined as a witness by the Indian Industrial Commission 
in December 1916 at Nagpur and was also examined as a witness by the 
Indian Fiscal Commission on 28th February 1922 at the Secretariat, Bombay. 

I have been appointed a member of the Advisory Board of Industries, Central 
Provinces and Berar, by the Central Provinces Government in 1921 and I am still’ 
working as a member of the Board. I am studying the question of the indus- 
trial development of India for the past quarter of a century. I am a land- 
holder and generally lease out the fields to other people. 

Backed by this experience, I am inclined to help the Committee as far as 
possible by putting in a written statement in’ answer to the elaborate questionnaire- 
prepared by the Committee. The public are* really indebted to the Committee 
for the troubles taken in collecting the various sort of information and statis- 
tics not only for India but even for other big countries of Europe and America — 
which was greatly needed and which has been of greatest use to the gentlemen 
who ivish to answer the questionnaire. 

The question of Indian taxation is a very complicated and intricate ques- 
tion and requires overhauling from every point of .view. The questionnaire- 
is a comprehensive one and one is puzzled to think of answering all questions- 
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which m\olve the subjects of \aiioas complicated nature By analysis of the 

questionn'iire it seems that it covers the foUoiving subjects all connected with 

the political economy of the country They are as follows 

1, Wealth and poverty of India 2 Economic conditions of villages 
3 Tax on agricultural income 4 Land revenue 5 Municipal and 

District Board taxes 6 Excise duties 7 Stamp, Court fees and 

Registration fees 8 Salt tax 9 Liquor tax 10 Tax on tobac>,o 
11 Tax on minerals 12 Grants by Government 13 New sources 
of taxation 14 Succession or death duties 15 Division of taxes 
between Federal and State Gavernments 16 Direct and Indirect 
taxes 17 Export and Import taxes — (national) 18 Experience 

of administratne officers to determine certain taxes 19 Whether 
taxes imposed in other countries will be snitable to the conditions 
of India 20 Principles of fair income tax, etc 
All these subjects require a deep study and experience and it is not possible- 
to answer all questions and the Committee is quite right in saying in the 
prefatory note that it is not intended that all or even a majority of questions 
should be dealt with by the people who wisli to answer the questions India 
13 a country full of various sorts of religions and races and sects and commum 
ties full of Ignorance which blocks every progress and even the administrative 
methods of Government as regards census are not so accurate as they are in 
foreign countries It is very difficult to arrive at a scientific and most accurate 
conclusions — as regards production and consumption and wealtb of the country 
etc In these circumstances a survey of the real economic conditions of the 
Indian villages is absolutelv necessary before taxable capacity of people is 
found out in the country However, it is good that the Committee has been 
appointed to enquire into these matters and submit a report and I am sure 
some good will come out of this enquiry winch will be appreciated by xll 
people of the country 

I attach herewith m\ written statement in answer to some of the questions 
set by the Committee I do not presume to be an economist nor an expert in 
these subjects but backed by a little experience of this world, I thought it 
advisable to help the Committee m the disposal of this intricate problem of 
Indian taxation Hoping to be excused lor the troubles I am giving and 
thanking you fqr the opportunity given to me for taking some part in thi^ 
very difficult task undertaken by the Indian Taxation Enquiry Committee 


Economic conditions of villages and towns in Berar, Central Provinces and Deccan aniT 
other provinces of India. 

(1) Villages — 

Villages can be divided into the following classes according to occupations 

1 Land holders (big) 

2 Land holders (small) ' 

3 Field labourers 

4 3Ioney lenders hlahajans and Marwaris 

5 Carpenters 

6 Blacksmiths 

7 Washermen 
* 8 Weavers 

9 Barbers 

10 Gondhalis 

11 Chamar^ 

12 Depressed Classes 

13 Beggars 

, 14 Mahars 

15 Dhors 

16 l)Iangs 
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(2) Wtialth of the counlri/ or pouerti/ of India. 

theso cliibses Q) and (4) hi" land-holders and money-Iendavs or inaha-' 
?a» s can only be called a little vicli people. But land-holders ate generally 
not very thritty and do not save inucfi. Money-lenders can save a little on 
nccount of high rates of interest they take from the poor people. Bub really 
rich people (money-lenders) arc few. Their condition depends on the extent of 
their dealings. 


(o) t’tcld Zi</6oiirers •.--The.se people arc now-a-days well olf owing to the 
scaieity of labour and high wage.S’. “Well off” does not mean, they are in a 
position to pay any ta.xes. But they maintain themselves and their families 
and that is all. So is tlic case with other classes and none of them have got 
.lay taxable capacity. ^ The sons of Patels .and Deshinukh.'i generally squander 
their money in attending liiealrcs, and shows, in wearing fashionable garments, 
in purchasing motors ami bicycles which do not pay them in any way. They 
are little educated and generally waste their time and energy in doing nothing. 

As regards agriculturists generally it scorns that they do not save 
uuich aiul barely maintain themselves ; when any marriage or other ceremonies 
are to be performed they are obliged to seek the help of the money-lenders or 
the inajinjan or a Co-operativo Society. The wages of labourers have become 
high and the prices of grain, wheat, pulse, ghee and other necessaries have 
also reached their climax since the German War came to an end. Their habits, 
inaiiiieis and customs are simple. They arc generally unemployed in four 
months out of the 12 months of the year. These conditions prevail, as long as 
there is snfiicient rain and growing of ordinaiw crops. But one. famine is 
sufficient to drive tliein to Uie mahajan or relief works. 


If wo go to towns we will observe the same conditions except that 
the towns and cities consist of shop-keepers, merchants, commercial people, 
big money-lenders, pleaders and people of other profession. This 
class is generally better off, but is only able to pay ordinary taxes, imposed by 
the Municipal Committees or District Boards. They have not got the capacity 
to bear the burden of the payment of income-tax or super-tax and other high 
taxes except in few cases. 


Tt is only in cities and presidency towns that some activities are seen. Various 
.sorts of professions and trades arc carried on. Commercial firms and rich shops 
are opened. Theatric performances, cinemas, skating rink, balls and other 
entertainments and parties take place. It is the cities like Bombay, Calcutta, 
Madra.s, Lahore, Delhi, Mysore, Allahabad, Lucknow and other places which 
can provide some income for various sorts of taxes for the benefit of the peoplpx 
and the Government. 


(4) From tlie figures of the census, it seems that out of 32 crores of people 
of India, one half of the population consists of women and children. Out of 
the remaining 16 crores of population there are about 2 or 3 crores of beggars 
who do not earn anything but who are simply supported by and arc dependent 
on the charities of the remaining population. Spch_ as Bairagees, Gosavas, 
Maliants, JJhiJcshuldia Brahmins, Haridassas, Puranikas, Gondhalis, Nandi Bad- 
ivalas, Joshis, Sbdhvs, Fakirs, Bahurupees, general beggars, invalids, _ sick and 
others, etc. Therefore, it cannot be said that the average people in this country 
are rich. Even if we take the averages of the figures of revenue income per head 
given in Annexu,'’e B from Dadabhoy Naoroji's times" (1865) to the times of Mr. 
F. Shirras in 1924, it- will appear that the result is just the same in 1924 as it- 
was in 1865. The prices of food-stuffs and necessaries have risen to four times 
of those in 1865, so that in any case, there is no doubt that the people of India, 
on the whole, are poor and India is a poor country. 

(5) The estimates of crops of various kinds given in the Annexure A are 
not adequate nor are they reliable, so as to base our conclusions on them. 
They are prepared by the village officers who do not make enquiries personally 
but entrust their work to village Jaglias or Maliars. No thorough enquiry is 
made and the whole work is simply a guess work. The crops are not under- 
estimated, but they are overestimated especially with a view to show that 
the fields and the crops are in a good condition. Special fields richly manured 
are generally selected to make an experiment and the general report o* 
crops is generally based on the basis of the report of the crop oi that field 
espLially^ selected to make an e.xperiment, so that under any circumstances 
these statistics are not adequate and reliable. 
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^5) Q 4 — Ihe present systen^ of maintaining statistics of crops can be Im 
proied by introducing another system m its pl^e But it wiU be elaborate 
and costly and there is no use of spending so much money for it If the 
statistics are required for the purposes of taxation, I ivould not be so much 
particular and accurate about them The question involved is a fiscal question 
and such questions should be generally treated m favour of the public concerned 

(7) Principles of taxation 

The four fundamental principles of taxation are given in Mill s Book on 
“Political Economy” pages 483, 484 and 485 which are very important and may 
be summarized as follows — 

1 The subjects of every State ought to contribute to the support of 

Government in proportion to the revenue they enjoy under the protec 
tion of Government 

2 The tax ought to he certain and not arbitrary 

3 The tax should be levied at the time and in the manner in wlich it 

15 most likely to be convenient to the contributor to pay it 

4 Every tax ought to bo so contrived as both to take out and keep out 

of the pockets of the people as little as possible over and above what 
it brings into the public treasury of the State 

‘The mode of adjusting these inequalities of pressure, which seems to be 
the most equitable is that recommended by Bentham of leaving a certain 
minimum of income sufficient to provide the necessaries of life untaxed ' 

Each would then pay a fixed proportion not of his whole means, but of 
bis superfluities ” 

' This principle of assessment has been partially followed by Mr Gladstone 
at the last renewal of the income tax,” Mill s book page 486 

“ To tax the larger incomes at a higher percentage than the smaller is to lay 
a tax on Industry and Economy 

* Inheritance and Legacies exceeding a certain amount are highly proper 
subjects of taxation” 

(8) At present the system of the assessment of the income tax is as follows * 

1 Money lenders’ interest is calculated and ascertained from the balance 

sheet of the Bamya and the tax is assessed on that amount of interest 

2 deductions ire not generally made of the amounts spent to raise that 

income nor the expenses of the maintenance of the family members 
or dependants are taken into account Perhaps the salaries n£ 
an accountant or a peon are sometimea considered and the income is 
taxed accordingly 

This system cannot be called a fair system of assessment of the income tax 
To arrive at a definite income, the following procedure should be observed 

(a) Expenditure of the staff or establishment maintained for keeping 
accounts and realising the dues should be deducted 

(Ji) Motors or conve>aiices required to carry on the business transactions 
for speedy recovery of the money due should be deducted 

(c) Telegraph charges and postal charges, if incurred for carrying on 
the business, should be deducted 

(d) Charges on account of the maintenance of the family members, accord 
mg to the status of the family, say, Rs 25 or 30 a month per member 
for a big respectable family or Rs 10 to 15 in the case of ordinary 
family should be deducted 

(e) Amount of the rent of ihe house occupied by the members of the 
family should not be added to the income for the purpose of taxation 
as It IS absolutely needed for the man to live in It is a necessary 
article 
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(/) Minimuin taxable amount Rs. 2,000 should be deducted from the* 
income^ as expenditure necessary for the maintenance of a family 
■which is not generally deducted. Because exemption of this ^mount is. 
, intended to show that that amount -is necessarily required for tho 
_ maintenance of a family. 

{g) The practice is that the profits of the year in dispute are taxed on. 
basis of the amount of profits of the year before that year. But 
the losses incurred in previous years ■ are not considered. The net 
loss incurred in the two preceding years should be allowed before 
arriving at' the assessable income. 

(A) The present minimum amount of Es. 2,000 exempt from the income- 
tax should' be raised to Rs. 3,000 or- Es. 4,000 owing to high prices of 
food-stuffs and other necessary articles. The' above amount is 
required for an ordinary man to have a decent living, He has also- 
to pay other Municipal . and District- Board taxes. 

(/) The form of the declaration under the Act should provide for correct- 
ness to Ijoth knowledge and belief of the declarant, ' ' 

In England, I am told that incomes below £100 are allowed an abatement 
of £25 per child and graded abatement between £70 and £130. Such small' 
incomes should be allowed a further abatement of 15 per cent in large towns - 
with a population of over 100,000 souls and a 25 per cent abatement in seats 
of Provincial Governments for the higher cost of living there. 

N 

I propose that the Income-tax Act will require amendments on the above.- 
points. 

These changes will ensure satisfaction without detracting from the efficiency 
of the administration of the tax. Moreover, to brjng about _ a greater and s/- 
far more satisfaction and harmony between tax-payer and taxing officials, some- 
publicity work may be carried on as suggested in the account of the administra- 
tion of the Massachusetts Income Tax Act of 1916 A. D. [vide Issue of the- 
Journal of the Indian Economic Society, Bombay — September 1923 No. 3, Vol. 

I, pages 163 to 168). 

(9) Incidence of taxation . — ^I do not approve the mode of finding out the- 
incidence of taxation per head of population. During my experience of a 
Vice-Chairman of the Ellichpur Civil Station Municipal Committee in .Berar, 

I found that the incidence of taxation per head of population ,was found as 
follows : — 

The to-wn fund tax-income from the people, amounted to Rs. 4,000 from 
2,000 people, whereas 'Rs. 2,000 was recovered on hccount of house tax from 
2,000 people. So that the total income from the taxes amounted to Rs. 6,000. 
This money was recovered from the imposition of taxes from 2,000 people. So 
that the real incidence of taxation per head of the population comes to Rs. 3 
per head of population. But in the Government Reports the incidence was 
found to be arrived as if supposing that Rs. 6,000 was . raised from 12,000 
people which is the population of the' town. And therefore it has shown in the- 
Government Reports that incidence per head was only 8 annas. ^ This is 
anomalous.- If 'the amount of taxes has really been realised from taxing 2,000 
people the incidence per head must be based on the number of people actually' 
taxed. 

(10) The same principle is involved in question No. 25 of the questionnaire 
issued by the Committee. These classes which are not taxed with any tax on 
liquor, etc., such as religious people, etc., should not be considered in estimating* 
the burden of taxes upon certain community. I am not accustomed to any 
bad habits of tobacco smoking or liquor drinking, consequently I am unable to 
say anything on question relating to them. I wish the people should be free- 
froin all these habits and resort to other health and energy giving articles. 

(11) Taxes ■ on tobacco, liquor, opium, railway fares or journey, tram-way, 
telephones, aircrafts, postal, charges and telegrams, etc., are all things which 
involve some incidence of taxation. These taxes can be avoided if a man is 
willing to do so. I .may call them voluntary taxes. A man is not bound to- 
travel by railway or tramv/ay or resort '.to telegraph or post or motor or* 
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steam cycles etc Ha can do witboat them But as these facilities are provided 
under British Government he takfis Advantage of them Had these facilities 
not been provided, still the man could have polled on in this world So much 
taxes are voluntary 

(121 Q S7 — It IS not that every member of the community should be taxed, 
though he takes an advantage of the protection fiom Government- The taxes 
are to be imposed on surplus profits or superflaities remaining after making 
certain deductions Incapacity of a man even to support himself and hifl 
dependants is the test of exemption 

(13) Q SS — Taxation is generally looked upon as a basis lOr representation 
la Councils and Coznmittees and I^rds Bat there are many people who do 
not pay any taxes but still they are entitled to be represented in Councils vntb 
the view that their comforts and conveniences should also be looked to by some 
body on their behalf 

(M) Q S9 — Direct and Indirect Taxes — Direct tax is the best ta\ that can 
be imposed Because in this case the burden of tax lies on the person who 
pays it and who enjoys the benefit also But in the case of Indirect tax the 
case IS quite difiereut for instance, the Ellichpur Municipal Committee have 
imposed a tax called lerntmal tav or Poll tax upon imports aad exports 
of railways AH sorts of articles are imported and exported The^ at® alV 
taxed This tax affects other people also who do not form municipal population 
But the benefits of the tax income are enjoyed by the manicipal population 
for instance, the City Munic pal Committee Elhchpur, have got so much as one 
lakh of rupees as a result of the proceeds from this Terminal tax These mum 
cipal peonfe are enjoyiag the benefits whereas otbei people who form a major 
noctioa ot the people affected fay the tax have only to bear tbe burden In my 
humble opinion, tnis Terminal tax should not be introduced by tbe Municipal 
Committees But this indirect tax may be allowed to be imposed for revenue 
purpose and the money credited to the Imperiai and Provincial treasury 

(15) Q yy— I have carefully mne through the Annexure E in ifhioh com 
parative percentages are given This annexute shows that £500 or Be 7,500 
are exempted from tbe imposition ot income tax m England Whereas m India 

1 only Es 2 000 are exempted This limit should be raised to Bs 4 000 at least 
as said above 

(16) I am sot pispared to raise the present rates of income tax ui any case 
1 go so far and say that the gradation rates be abolished One rate is sufficient 
1 do not see any reason, why tbe rates of super tax be gradually raisyd The 
man works bard, exercises gcxid and sound di^rretjon, uses foresight and tact 
and the higher profits are the result of tbe development of the abovQ qualities 
It IS not good that because he is wise, he should be taxed with a higher rate 
Let the money remain with such people Certainly it will Be of use to the 
country some day or other 

Q 37 — There should bo no gradation of rates The whole amount should 
be taxed according to the ordinary rale and tbe name ' Super tax *' be abolished 
altogether for the reasons stated above just as the Corporation tax is abolished 
m England 

(17) Qs. SS and S9— Income tax on agnevltural income — I am quite against 
tbe imposition of a tax on agricultural income The land is already assessed 
by Government and this assessment is a tax on the land The owner of lands 
and fields is the raijat and not Government There is difference of opinions on 
this question but I im humbly of opinion that the land revenue is a tax and 
not rent These lands and fields are mortgaged, sold and leased by the ovvners 
in any way they hke without any interference from Government up to the present 
time On the contrary these sales and mortgages are written on stamped paper 
purcliascd from a licensed vendor appointed by Gov ernnient to sell stamps to the 
public These deeds are registered by the SubBegistrar appointed by Government 
to register these deeds on pavmcDt o* registration fees Had Government been 
the owner of the land, the GoTe’'nment would not have allowed these transactions 
to be done by the people So it appears that the Government u not exercising 
any act of ownership over lands and fields ander cultivation In these cir 
cunistanccs it is not good and against the principle of economy to tax a certain 
article twice 
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Secoiidly, great troubles arc needed to produce the crop. The land is 
.required to ho manured and great care and foresight is needed to bo exercised. 

U IS not good to ta.x .such an hicoiue, the rc.snlt of great labours and wisdom, 
tile imposition^ ol a tax on agricultural income may induce people to the conclu- 
sion ot hecomiiig la/.y and idle for fear of being taxed.* In my opinion an 
mdiistvy should not he taxed which produce.s fcod-stiiffs in which 80 per cent 
01 the population depend for their livelihood and who are generally poor. Such 
tax IS .sure to imveaso the price.s of jowar and rice, etc., which are the staple 
crop.s of food of the poor jicoiile. 

Peasiuitrc is an ornament and bulwark of the nation. No attempt should 
be made to cripple agriculture in any way. If ample money remains on store 
with agriculturists Pnfih, p>.^liiniihhi and Dealt i>unde.i, Jiujlnlura and Medguzara 
of tile Central -I'Tovinccs. it will be of greate.st u.so to the country at tlie time 
of emergency. A study of village economics will disclose that the village people 
in India are %‘ery poor but it seems essential that a thorough enquiry is needed 
ii^tid the appointment of a Committee by Government called “the Village 
Lconomic Nnquity Cominittoo ’* is absolutely required for- the purpose. 

(IT-A) The above remarks apply to mere agricuUuri.sts, I'.e., those who 
maintain tiienrsclves on agriculture alone. But there are some people ‘in the 
country^ who do not maintain themselves on agriculture alone, but they earn 
money in the shape of iiitci^c.st in money-lending business^. These people generally 
lease out their lands to tenants and collect money in ca.sh from tenants, which 
amounts to .some thousands of rupees, .every year. There avo, also some, land- 
lord.s as well as money-leiidcr.s, who obtain lands by resorting to foreclosure 
proceedings and thins beepme good proprietors of lands of 400 to 500 |,jffans of 
land and pay a lend revenue of Rs. 4,000 to Rs. 5,000 per year. ’ In such cases 
of agricultural income tlie lease money should be taxed in an ordinary way. 

In .such cases the man is not a proper agriculturist in the real sense 
of the word and his income should be taxed. This will serve as a new source of 
revenue and it will ho matter for consideration that any other old tax should 
he abolished. 

(18) Method of Kee^/ing Accounta, — This is a very tedious question. Many 
of the Marwari traders and merchants a'-e not in a position of maintaining 
account.s in a satisfactory condition. Thei-o arises a confusion and the officer, , 
under these circumstances, therefore, uses his discretion and taxes a Bania with 
any amount the oDicer tliinks fit. This proceduie has raised dissatisfaction 
amongst many Marwari merchants. No form of accounts is prescribed by 
Government and it is also nob possible to prescribe any form which will be 
acceptable to all. Consetpieiitly, it is suggested that the merchants should be 
believed and their word should be accepted and the assessment made accordingly. 
This jiroceduro will smootli the matters. If Government will rely or trust 
the merchants, the latter are sure to trust the former. Confidence creates con- 
fidence. When the people are sufficiently educated, there will be no difficulty and 
all forms will be duly filled up and forwarded to the proper authorities. 

Q. Jfl. — Growth of Accountancy profession has not made any change amongst 
the Baniyaa. But it lias produced a great effect on companies, registered accord- 
ing to law and the highly educated merchants residing in Bombay, Calcutta, 
Madras, Lahore, Delhi, Allahabad and other big cities. A system must be found 
out and made popular by education and publicity. The system should be such 
as will meet the wishes of these Baniyoa who find it difficult to maintain accounts. > 
In my opinion the matter is not so very difficult but it requires a little patience, 
accuracy, carefulness and pains on the pai-t of Baniyas. 

Q. .^2 . — A standard form of keeping accounts should be prescribed as is 
• done in France, and the people should Be made familiar with that form 
gradually by education, persuasion, etc. 

(19) Q. Jf7. — The system of making an assessment of the income-tax on one 
year’s income - is not good as already stated above. Three^ years’ ^ income 
may at least be considered and average taken. The losses, if any, incurred 
-during these years should be deducted and then assessment should bp made on 
the balance as is done in England. 

(20) Q. 48.—Th& taxation is needed in a country for the protection offered 
'by Government to people living in the couiitry. Every country consists of 
'rich and poor people. Some of them enjoy luxuries^ whereas others are simple 


I'ide queslion 35. 
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enough^ The latter class does not require that degree of piotectiou from Govern 
ment, as the rich people require The poor people have got no voluables wita- 
them which can be stolen away by robbers and dacoits But this is not the case 
with the neb people They have got \alui.bUs which are needed to be proteqted- 
and require more protection from Government Under these circumstances, I 
think, it will be a hardship to tax the poor The whole taxation should- be 
raised from the rich people who are m need of greater protection from Govern 
ment For example in billy tracts of the country, the aboriginal tribes reside- 
and along with them some nch people also reside If any amount is required 
to be collected for the protection of a town of this kind it should be collected only 
by imposing taves on the rich people, no burden should lie on the poor 

(21) Q p — Excise Duty — I strongly protest against levying excise duty on 
clotnes manufactured in Cotton Mills at Bombay, Ahmedabad, Sholapur, Pulgaon, 
Badnera, Akola, Empress Mills and hfodel Mills at Nagpur and other 
mills m India I do not see vdiat principle is involved in levying 
this peculiar tax on {iroduction in India I do not know whether this tax is 
levied in England or other counlnes, or Europe and America (Vide 
Journal of the Indian Economic Society, issues of March — June 1924, pages 64- 
to 71) But it is an unjust and unfair tax which should be abolished at once 
Great agitation has been made against this import by all mill owners in*this 
country hut nothing seems to have been done in the raattet 

As regards excise duty on the articles mentioned m question No 49, I beg to- 
state that if this tax is to be levied at all it should be imposed on all' articles 
except cotton goods matches, patent medicines, saccharine, salt, sugar and 
ether necessaries The other articles may be taxed as they are not needed by 
the poor people 

(22) I am an advocate of total prohibition to a certain extent but I am not 
prepared to impose taxes mentioned m question No 62 by Br Matbai to replace 
the liquor tax But I may accept the policy of replacement 1^ imposing some- 
of the taxes mentioned and recommended by the Bombay Excise Committee 
1923 

I am not much familiar with the liquor policy in vogue in the Province but 
I accept all statement made m question No 63 by various learned writers on the 
subject To niy common sense they seem good and acceptable with a view 
to servo the purposes of taxation 

(23) Principles of Fair Taxation — The principles of fair taxation as lanf 
down by Charles S Devas m hi« ‘ Political Economy” are as follows — 

(1) To pay due regard to special benefit and taxable capacity, transitory 

ot precarious incomes ought not to be treated as permanent incomes 

(2) To follow the golden maxim Primum tiiere, dtinde fubvtutn per 

lolhere ” and to exempt from taxation so much of income as is 
required not merely for absolute necessities but also for reasonable 
conventional necessaries and thus to confine taxation as was done 
at Florence in the golden age of her refubUc “ to superfluous or 
surplus income J’ * Jaionzo, yetta’ 

(S) To increase the percentage levied alep by xtep as the incomes are 
larger But these steps to be ever less and less and thus the 
progression to come to an end after a certain point and all larger 
incomes to be taxed at the same rate on the ground that the wants 
they satisfy have the same relative importance 

(4) To pay due regard to the nambeis of persons the income has to 

support, in particular, young children and aged relatives 

(5) To make due allowance vrhen the incomes are temporary or precarious 

(6) In all matters of taxation, wo can otdy obtain approximate results 
Progressiva taxation s said to be arbitrary, no intelligible reison being- 

assignable for one scale of progression rather tlian another (pages 396 to 399) 
These pnnaples of fair taxation are again given here with a view to show 
the great necessity of following them withoot fail They are quite consistent 
with the principles laid down by Mr Mill in his lyiok as mentioned in previous 
paragraphs So that two great economists. Mill and Charles Doras, fully agree- 
with these principles But it is regrettable to note tbit* some of these principles 
are not followed by Government in the Central Provinces and Bcrar Lforeover, 
it may be kindly noted that the imrcasidg rates of the jncome tax operate as 
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set biick to the development of the industries of the country. This question 
IS referred in the Iteport of the Indian Fiscal Commission which, at page 42. 
states as follows : — r o > 

“ Tho income-tax rates have been raised largely since 1915-16 and the yield 
has risen from 3 to about 20 crores of rupees. High rates on income are 
undoubtedly a handicap to industrial development and there are many who 
hold that tho rates ruling at tho present moment are distinctly too high for 
the interest of industries and the general prosperity of the country. The 
ivitnesses wliom wo e.xamincd on this point were almost unanimous in the 
opinion that direct taxation has reached its limit under present conditions and 
in view of tho general feeling in the country, we do cot think that any material 
incre.'iso in this form of taxation is feasible. If therefore any further increase 
•in tho taxation becomes necessary, it will have to tako the form of indirect 
fa.xation. If, on tho otlier hand a decrease in taxation becomes possible, we 
think it should take tho form of ‘puri pa.<sii' reduction in direct and indirect 
taxation. In view of these conclusions, we cannot anticipate for many years 
to come any apprcci.able reduction in the revenue which it is necessary to derive 
from the customs. This means that import duties must continue high and 
whether intended or not, protection will be given.” 

(^) .Municipal Committee.^ and District Boards . — The taxes levied in 
ifunicipal towns are house tax, tax on trades and professions, a terminal 
tax and a latrine cess. Tho owner of a house taxed \vith house tax can shift 
tho burden to tho occupier of the house by raising the house rent in proportion. 
The payer of the profession tax can also shift tho burden on to another by 
increasing tho rate of interest or fees of the profession. 

The profosiion tax is levied at the rate of 2 per cent and the income of 
Rs. 100 only is exempted from assessment of tho tax. 

Tho house tax is levied at tho rate of 5 per cent on tho annual rental value 
of the house and a house valued Rs. 100 and below'is exempt from taxation. 

Fresh sources of income , — I advocate the imposition of the following taxes 
in tho place of existing taxes which nmy have to be abolished. 

(1) Income-tax on agricultural income of the nature referred to above; 
(2) succession duties or death duties, but members who succeed to the undivided 
property of a Ilinclu joint family should not he taxed; (3) tobacco; (4) regis- 
Iration fees for marriages; (5) tax on houses; (6) on motors and other vehicles; 
(7) horses; (8) luxuries such as race horses; (9) entertainments; (10) dramatic 
performances; (11) skating rink; (12) European balls; (15) cinemas; (14) costly 
imported articles of consumption; (15) increment value duty; (16) e.xport duty 
on jute, sheep, goat. Iiides and skins, wheat and other agricultural produce; 
and (17) import duties on all foreign made articles which come in the way 
of encouraging the indigenous industries of the country. 

I would uot tax betel-nut and areca-nut. 

On enquiry many similar sources of income will be found, but the policy 
of Government should be not to increase the taxation and the number of 
articles to be taxed. But the policy of Government should be to reduce the 
expenditure of the administration, to subject it to strict economy and not to 
be allowed to be driven to excessive expenditure but to ^low the riches to 
remain \\uth the people and thus to make the country as rich as possible and 
increase the means of the development of the industries of the country and 
bring it in equality with countries in Europe and America in every respect. 

In conclusion, T request that the above suggestions may be followed and 
at least the expenditure of a tax-payer’s family and amount of the rent of the 
house occupied by him should be deducted from the total income and the balance 
only may be concerned with income-tax. • 


Rao Sahib Sahasrabudhe gave oral evidence as follows 

The President. Q . — ^You are a member of the Advisoi-y Board of Industries 
.^nd have long been associated with the Ellichpur Municipality. 

A. — Yes, Sir. 

Q—Are you still a member of the Ellichpur Municipality ? 

No, Sir. I have resigned on account of. old- age. 
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Q — ^But your cbief interest is commerce’ 

A —Yes, Si? Commerce and industry 

Dt HydeT Q — ^You say that the administrative methods o£ Government 

regards Census are not as accurate as they are in foreign countries It means 
that people are unwilling to tell the truth about their real wealth Do you 
think in the case of an economic survey, they will disclose information about 
their income, etc , if the survey extended to the villages ’ 

A — Of course they will be suspicious and will under estimate their Income. 

Q — So the average would not reBect the correct estimate’ 

A — ^Yes, I believe so 

Dr Paranipye ^—Obviously your class 12 should not be there if you are 
entering separately Chamars, hlahars Dhors and Mangs’ So you ought not 
to put in a separate class as depressed classes ’ 

A —All right. Sir 

<2' — It is not mutually exclusive’ 

A —Of course not I have simply given the classes by profession I have 
not done it according to the Ooverouienl rule. 

Dr Rydtr Q — May I ask whether these Mahars Dhors etc come under 
the category of field laboureis in your province’ 

i — ^Not all Most of them aie labourers But for evamplo these Gondhahs 
are masons, and Dkora are leather workers Yhey may come m under the 
heading labourers 

Q —Yon say that the sons of Patels and Deshmukhs generally squander their 
money in attending theatres and shows and purchasing motors and hicyclos 
Don t you think they should be taxed on what they spend on motor cars ’ 

A —I say it IS a luxury and so I don t see any harm in taxing these motor 
cars 

g— You think by taxing these people, Ibt burden can be shifted from the 
poor people’ 

A —Yes I quite agree with jou Such luxuries should be taxed really 

Q — 'You say out of the population in India, there are about 2 or 3 crores 
of beggars who do not earn anytbiiig Do you think it is right ’ 

A — It 18 only my guess There may not he 2 or 3 crores of beggars hut 
there are so many, including the so called Sadhus 

The Prisidenh. Q — The Census Iteport shows only about 5 lakhs ’ 

A — I have made the calculation like this There are about 60 thousand 
villages in India and if each village contains at least 5 beggars, it comes to 
something about 2 or 3 crores 

Q — No, that will give you only 3 lakhs’ 

4 — 1 do not know that , I am sorry, I may be wrong That is only my 
guess work 

Q— You mention in the same paragraph that even if we take the averages 
of the figures of revenue and income per head from IBM to 1924, it will appear 
that the result is just the same Don t you think that this is an astounding 
statement’ ® 

4 — Why Now a days the prices have increased 

Dr Ryder Q — Well, Hao Sahib, I put it to >ou as a young man you must 
"have seen villages with panthers and tigers, which have been turned Into 
habitable villages now with all the lodnstnes and other amenities of life I 
^hink >ou must have seen such villages in your experience Then bow could 
you speak lik« this’ 
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-4.— But the prices have increased by four times than before. ' 

Q.— Will you not admit that there .are a number of industries which did not 
exist in the year 1865? ' 

♦ * ^ • 

I admit it.-. But they are only in a position to give more wages. That 
IS all. What about the prices. They are re,quired to spend whatever thev 
:get on the high’ prices. . , ^ 

Dr. Paranjpye.. Q . — On the other hand, is it not a fact that several industries 
have died out? 

Certainly. IVIany industries do not thrive, for instance, the weaving" 
industry has not been thriving. 

Dr. Hyder. Q, — Is it not a fact that once upon a time in this provinca- 
many people went about stark naked, and that they are all now clothed? How 
do you say then that the weaving industiy is not thriving ? 

A. — I do not know anything about the Central Provinces, 'but I can speak" 
of Berar. I have had occasion to see the villagers in Berar; they were never 
stark naked. But they are not better off to-day than they were thirty 
years ago. We see a lot of the people dui-ing the bazar days.^ I do not see 
any improvement in their life than what I saw some years ago. 

Q . — You say there is absolutely no change ? 

A. — In my opinion there is no change. 

Q . — Regarding the estimates of crops, you say they are over-estimates and that 
they are not reliable. But this is just the opposite to what we have been told' 
in other provinces. ^ 

A. — The crop estimates are prepared by. the tahsildars and they are sent 
to the Local Government for information. But the tahsildar relies upon the 
village officers for this work, and they generally select a good field for taking" 
the average. One or two fields which yield better crops are estimated and on- 
that the whole estimate is given. 

Q. — But whe/i it is a question of the assessment of land revenue in a village- 
or giving suspension of land revenue, the real estimate is given out. 

A. — I am talking of estimates of crops. The average estimate, say 16 annas 
crop or 12 annas crop, is very unreliable. ' 

Tli& President. Q. — Do you know that one Chamber of Commerce at least- 
adds 25 per cent, to the tahsildar’s estimate because it thinks the estimate of: 
a tahsildar is an underestimate? 

A. — I don’t know about ’that. 

Q, — ^What do you mean by saying that the^ system can be improved by 
introducing another system in its place. What is that system you speak of ? 

A. — have not considered it fully; as I have said, it will be elaborate and 
costly. You will have to engage a special staff for this purpose and there is 
• no use of spending so much money over this. 

Q. — ^Do you think it will be sufficient if the tahsildar were to go into the- 
village and meet the important people and then prepare his estimate ? 

A . — 1 think if the tahsildar consults the Panchas belonging to the village 
panchayat or so, it would be certainly better. If the Panchas are consulted 
and then the statement is prepared, I think, you would approach at least 
the neighbourhood of the correct estimates. , 

Sir Per'cv Thompson. Q.—On page 297, you say, that the present system of 
•the assessment of income-tax is as follows:—!. “Money lenders interest is 
calculated and ascertained from the balance sheet- of the Bania and the tax 
is assessed on that amount of interest”. 

) 

A. — Yes, money-lenders and cotton traders. 


t 



Q — Then jou say that ‘ deductious are not geueially made of the amounts 
spent to raise that income nor are the expenses of the maintenance of the 
family members or dependants taken into account What is your complaint’ 

A — I lay stress on the mainlenanco of the family members Of course in 
our case the salaries of the dorks or a peon are deducted But I am not much 
for it I am only for the mainlenanco of the family members or dependants 
They should bo taken into account in assessing income tax 

Ql-A good deal has been said m respect of the maintenance of the families 
Soma vjvtnesses have said that \t la quita enough if you allow abatement m 
respect of iiife and children It has also been put to us by some witnesses 
that in a country liko India wheto practically every income tax payer is 
married, theie is not very much, at least not a very strong case, for making 
these family allowances Dont you think there is some force in that argument’ 

— I don t think so 

Q — In a country Jika England, where you have family allowances, you have 
a very large number of bachelors who have no dependants to support and wfao 
are liable to income tax Therefore the grant of such an allowance m respect 
of married persons will have somo force But here m India where almost 
every person is married, if the concession is granted, then you will have to 
grant the allowance to almost every person Further the family allowance 
question here is not as important as it is in England Is there not some force 
m that argument’ 

A —In India every person must get married Marriage is looked upon as 
one of the merits of a man Therefore, because every person is married, it 
IS not a good argument to say that this concession should not bo allowed 

Q — Because you are going to show this concession to every person then 
it will simply become a question of adjusting your exemption limit Later on 
yoj maintam that tho exemption limit of Rs 2^0 should be raised to 
or 4 000 rupees as it is too small Don t you think that your point about 
granting allowances for dept'ndauls might bo met by adjusting the exemption 
limit, instead of making parlicnlat allowances according to circumstances of 
each case’ 

A —I think It will meet my case If the amount of minimum is raised 
from Rs 2 000 to Rs 4,000, it will ho aU right In older to satisfy the people a 
deduction may be made on account of the maintenance of families or dependants, 
I think this will meet the case 

Q — ^You say again that the rent of the bouse occupied by the members of 
the family should not be added to the income for the purpose of taxation 
May I just put to you this point! One man pays rent for his house and 
another man spends capital of ten^thousand rupees and buys a house Is not 
the man who bought the house in a better position to pay the tax than the 
other man’ He invests his capital in an income producing Becui,ty and the 
other does not Why should he be exempted’ 

A — ^Tha thing is that the man who buys a house should not rent the house 
and if ha has the misfortune of doing so, he must pay a tax on it 'What 
I say is that the man who lives m hia own house should not be taxed as 
a house is a necessity It should not therefore be taxed 

Q — Is it not equally necessary to have clothea and food ’ Then should you 
not makq a deduction for the cost of the food you eat’ 

A —I have not gone so far I have taken only the house into consideration 

5 I think it is difficult to see how you select one particular necessity of 
hfe, namely, house accommodation and say that it should be exempted from 
tax ^ 

A — ^Because you cannot do without a house 

9 profits of the year in dispute are taxed on the basis 

of the amount or profits of the year before tlmt year, but the losses incurred 
in previous years are not considered What is it that you suggest’ 
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I say thai the losses foi* the average three years may be taken into 
consiaoratiou. One of the causes for the (Jissatisfaction of the money-lenders 
is that the losses are not deducted at all. 

. ^‘~r^ paragrapil 15 that £500 or Bs. 7,500 is exempted from the 

imposition of income-tax in England, .tn Annexure E of the Questionnaire, you 
will find, for £500, the tax in one case is 3.3 and 12'5 in another case. But in 
India it IS only 3-12. 

A. — What is the amount of exemption in England?, 

(?.— It roughly corresponds to Es. 2,000. When you are talking about the 
exemption limit, don’t you think that the cost of living in England is much 
gi eater than in India? 

.-1. — I admit that. 

Q . — Would you not admit that the exemption should be lower in India? 

A . — I thinli the prices in India also are coming to the 'same level as in 
England. 

Q. — ^But the standard of living is higher in England? 

-4. — I admit that. If Rs. 4,000 is exempted then I will have nothing else 
to say. I think this increase in tax is a tax on industrial carefulness and 
foresight. A man is successful in business because he is very careful in business. 
So I say tiiat income got by such means should not be taxed. 

Q. — You reject the doctrine that taxation should be proportionate to ability to 
pay? 

A.— Yes. 

Dr. Hydcr. Q. — You say that the tax should be put on the shoulders of 
the rich. AVhy do you make that statement when you reject this doctrine? 

A. — In the case of income-tax only I say this. 

Sir Percy Thompson. Q . — Surely the income-tax is the best way of getting 
money from the rich people. 

A. — I object to it only on the groi^nd I have mentioned. Industry should 
not be taxed. 

Q, — Is it not a little inconsistent with saying that income-tax ought to be 
graduated ? 

A . — I only say that industry and intellect should not be taxed. 

Q . — Do you mean that you should lev^ a higher tax on unearned incomes -- 
than on earned incomes ? 

J.— You may do that also. But that was not in, my mind. 

Q, — Then we come to income-tax on agricultural incomes. I think your 
argument is that land revenue is a tax and not rent and therefore no other 
-tax should be imposed on the land ? 

A. — Yes. ' 

Q. Now turning to para. 17A of your notes, I think you are in favour of 

faxing people who draw rents from the land? 

Yes. Big money-lenders and big propiietors might be taxed. 

Q . — But they pay land revenue. 

They do not work in the fields themselves. 

Q On your argument that land revenue is a tax and not a rent, these 

jpeopie pay just the same land revenue as others. 



A - 7 I admit that 

Q — say that- they mmt not bo charged in two ways In this case they 
aie already pajmg land revenue 

1 — But they do not work ui the fields They simply lease out the lands. 

Q — That IS a sentimental reason 

•i — I admit that But I Uimk that socli people who collect money m this 
\ay should he taxed ^ 

Q — Then on the method of keeping accounts ^ou say If Government will 
relj on or trust the nieichants the latter are sure to trust the former Confidence 
cieates confidence We are told that it is a %ery common thing for merchants 
to keep two sets of accounts if not three one for their own purposes and one for 
production to the Income tax Officer Is there any use m trusting people who do 
(hat» 

I — If you place some trust m the people they will also try to he honest 

Q — Don t jou think that the income tax would then degenerate into a 
sjsteni of loluntary pajmenls’ 

A — If Goiernment finds out any piopcr system of taxing them it is all right 

< 2 —la it not difficult to dovise any form which would be applicable to every 
kmdtof business’ I cannot imagine how you can ever devise a form of account 
which will bo suitable almost for more than one business There are so many 
different items m difiercnt businesses which will have to be included 

A —In any case it is a matter of trust in the people 

Q — How are you going to know who a an honest man and who is a dishonest 
man unless you make enqumes and go into the accounts’ 

A —You may piosecuto him if he does not keep accounts 

(2 —But the figures that he puts m the account might be wiong 

J —I do not sec any other method than placing trust in the people If 
they see that Government trusts them they will not commit breach of trust 
Of course there might be exceptions, as every rule has exceptions 

-Q — Do you think that if it was known .to tho people that every return 
however unsatisfactoiy and however incorrect will be accepted by the Govern 
ment, they will always pioduce correct reluroa’ 

A — I do not know how it is done in other countries But in India I 
think that placing trust m the people is the only reiQedy, unless you become 
more strict according to law 

Q — ^What about becoming more strict according to law ’ Don t you think 
that that is a more satisfactory solution t That greater power should be given 
to the Government to examine booka and accounts — is not that a possible 
alternative’ * 

A — That IS again giving powers to a certain man During the examination, 
I do not knowi what will happen 

Dr Paranj-pi/e j Q — We often hear, when the accounts are brought to the 
couits, that they have been fabricated and so on 

A — But we also know that only extracts of accounts are pioduced in courts 
and they are not challenged by the other side Of course m some case there 
may be two or three sets of accoonfs kept I also hear of that But I do not 
think that all people wiB be dishonest 

StT Perry Thomfion Q — I do not surest for a moment that all people 
will be dishonest But it is a serious thing even if you have a relatively 
small number of people who are dishonest because that will be making honest 
people pay for the dishonesty of others 
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' It may be so in some cases, especially at the beginning. But I do nou 
see any other method of dealing with the question. If the Committee can. 
aevise any other method— a better and a more reasonable method— by whicL 
peoplq will not he put/ to great difficulties and worry, by all means it can. 
be adopted. But as far as I see, I think that placing trust in the people 
will solve the whole question. For instance, we had the old system in Berar. 
ihere was the Panchayat who used to collect the people together and get 
information from them and the decision rested upon the majority of the 
fanchayatdars. Some such thing may be done now. 


Dr. Paran']'pye. Q. What is your idea of levying income-tax ? Do you 
want first of all to deduct from the earnings of the man all his expenses 
and then, charge income-tax on the surplus ? 


— Yes — on the principle that only /the surplus incomes should be taxed. 

< 3 ‘ 7 "What would you consider to be the legitimate expenses of the man in- 
charging income-tax ? Would you take into consideration only the bare 
necessities of life? 


•A.- 


-You can allow a little more in the case of a rich man. 


Q - — ^Why ? The fact that he is able to earn and spend more obviously 
shows that he should pay the State something before he spends more. I can 
quite understand if you say that a man should have the minimum necessaries- 
of life free of tax. But as soon as a man has got anything more than that, 
he should pay the State a share of the extra amount he has. The minimum 
expenditure that is necessary may be exempted from the income-tax.' Such- 
being the case do you think that Rs. 2,000 is too high a minimum? 

A . — I think it ought to be increased. 

Q . — Suppose there is man with a family of 5 members, 
should be the minimum required for their maintenance? 


What do you think 


4.— At present at least Es. 2,000 may be required. For a poor man Es. 1,000 
would do, at the rate of Es. 75 per month. / 

Q . — So if he gets anything more than the Rs. 1,000 he should contribute a 
share of that extra amount to the State. 


A . — But take the average into consideration. Suppose there is a pleader 
getting Es. 200 a month. He will have to spend for his family expenditure^ 
more than Rs. 1,000. , 

Q . — How ? 

A . — That is 'my experience. My family expenses come to Rs. 175 a month. 

_What I say is that you must allow only a minimum amount of 
and whatever is got above that should be taxed. You say that Es. 1,000 will 
be sufficient for bare subsistence. 


A . — ^That is for a poor man. The society should be divided into so many 
classes. 

Q . — But before a person gets into a higher class, he must pay for tha» 
privilege, ' 


A . — I leave it to the discretion of the Committee. 

Sir Percy Thonvpson. Q.—At page 298 of your note what exactly is the 
point which you want to make from the illustration you give. 

4_By ‘incidence’ I mean the average tax per head. What I say is that 
the whole emouat roelised must he dmded by the number of persons who- 
pay the tax, and not by the number of people m the village. 


The President. Q.— What is the ‘town fund tax’ ? ■, -o mn 

A. -It is a tax on the income of a man, when the income exceeds Es. lUU. 
It is a kind of profession tax. ^ 
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Q — So tlie same 2,000 people t?Iio pay the profession tax also pay the 
Tiousa tax ^ 

A — ^Yes 

Q — The other ten thousand pay neither and you say that there is no 
incidence on those ten thousand’ 

— Yes "What the Government do is that they divide the Es 4,000 among 
the whole population I object to that • 

Dr Hyder Q — Yon say that there la an element of taxation m railway 
fares, tramway, telegraphs, etc 'Why do you say so’ Suppose you come from 
Ellichpur to this place by a cart You will have to pay a private person and 
when the Government provides you with the railway facilities, why do you 
call it a tax’ 

E — Anything that remains after deducting the expenditure incurred is a tax. 

Sir PtTcy yAoinpaon Q — When a grocer takes profits on the articles he sells ? 

1 — There is the burden on the people sUU 

Dr Rydtr Q — The surplus profit, if any, includes the wages of the man 
-who provides jou with the facilities 

A —That too may be deducted 

Q —You will find that the amount remaining after all these deductions 
are made will be very email 

A —1 do not know very much shout the accounts But tuv idea is that 
■even alter making all kinds of deductions, the railways are getting a suxplua 
profit , 

Q —There are also periods when the railways suffer bss 

A —I do not know about that My ids'! is that railways are getting surplus 
profits 

Dr Paranjpye Acvording to the recent railway policy, i per cent, on 
-the capital invested is to be given to the Imperial Government. ]Jo you con- 
sider that 1 per Cent as a tax, on the people’ 

A —Yes, that is also a tax on the people In the case of court fees, stamps, 
-etc , after deducting the expenditure on the departments, I think the Govern- 
ment must be getting some surplus profit That is also a tax on the people 

Dr Ryder Q — Do you think that the earnings of the pleaders are in the 
nature of a tax’ 

A — They are paid for their labour and intelligence 

Q — And you do not admit this in the case of Governmental undertakings ’ 

A — I am talking of surplus "Whatever surplus remains, it is a tax 

The Prestdent Q — Do I understand that, as a result of your local experience 
in connection with municipal bodies, you advocate direct taxation and not 
indirect taxation ’ 

4— Yes 

Q — ^Yott are opposed to the terminal tax’ 

4— Yes Our city mumcipabty gets about Es 35,000 under this head and 
It has got one lakh of rupees in balance Three fourths of this comes from 
the neighbouring villagers who come and make purchases 

Q — You think it is not fair ’ 

4 —Yes 

Dr Paranjpye Q — is not the municipality making arrangementa for 
anarkets, roads and so on? 
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doubt they do make some arrangements. Even taking into considei’a- 
tion this fact, still they take too much. For markets and such other things, 
they impose a separate fee. 

Dr. Hycler. Q, At page 302 of your notes you quote the Fiscal Commission 
Koport and you say that the limit has been reached in the case of income tax ? 

A. — Yes. 

it / 

Q' advocate the shifting of the burden of tax on the people who have 

got nothing. That is to say, you want to substitute indirect tax for direct tax ? 

A. — Yes. In the case of Imperial revenues, indirect taxation is the best 
method of securing money and in the case of municipalities and District Boards, 
direct taxation is necessaiy. 

The- President. Q . — Regarding excise duty, you would abolish excise duty 
on cotton cloth? 

A.— Yes. 


Q . — Who would get the benefit of the abolition? 

A . — The poor people. Now there is rise in the price of cloth. 

Q - — Do you think that if you abolish the duty, the price will come downf 

A.— Yes. 

Q- — ^Are you sure tliat it will not go into the pockets of the millowners ? 

A. — No; it will not. 

SJr Percy Thompson. Q . — But why are the millowners in Bombay so very- 
anxious to abolish the duty, if its abolition does not tend to enhance their 
profits ? 

A. — Because they think that otherwise the cloth will have to be sold at a 
high price. 

Q . — If the effect of abolition is 'going to be the reduction in the price of 
cloth, the Bombay millowners are going to get no advantage on account of 
the abolition. Then why are they keen to have it abolished ? Don’t you think 
that they want to take a share of the 3^ per cent, which is the excise duty ' 
on cloth ? 


A . — 1 do not know if that is their idea. 


Dr. Paranjpye. Q . — Do you think it is purely philanthropic ? 

A. — ^I do not know about their real intentions. What I have said is my- 
view and I have no grounds to take a contrary view. 

Dr. Hyder. Q . — Do I understand you to say that you object to a tax on- 
patent medicines ? 


A.— Yes. 

Q. — Don’t you think that the taxation of such articles would be socially 
vory beneficial ? , 

— If they are taxed, I think that medicines will become dearer. 

Sir Percy Thompson. Q . — ^Are not these patent medicines mostly rubbishy 
productions which are sold at enormous prices ? 

Dr. Hyder. D.— Don’t you think that in the interests of morality it would 
be desirable to abolish these medicines altogether ?_ You are quite aware that 
the pages of vernacular papers are full of advertisements of these medicines., 
which do nobody any good? 


jn 


r\ •trn'n moa. 


n -PriVAicrn msdiciiies ? 



311 


rXV PrcjiJtnt Q — May wo como to fresh soarcos of income’ Do I under* 
stand that you advocate an income tax on agricultural income’ 

A. —Yes, in some cases 

Q — Then >ou suggest succession duties, but not in the case of people who 
succeed to the undivided property of joint Hindu families It might be rather 
unfair to levy duties m one cose and not m tho other’ 

A — On reconsidering the matter, however, I think they ought to be levied 
m all cases Some limit should, however, be fixed, say, property up to Hs. 5,000 
should bo exempted 

Q — ^Vhat about a tax on tobacco’ 

A — 'Tobacco should be taxed 

Q — Have jou thought out a method of doing this’ 

A — Consumption should bo reduced altogether , I do not care bow it is done 
Q — Jlegislration foe for marriages’ 

A — I am in favour of this at Re 1 per marriage 

Dr Ilydtr Q — Is it expedient to have such a fee on marriages’ 

A —One rupee is not largo , it will be a good source of revenue and I do 
not think the tax will be felt by the people 

Th« President Q — Then you would tax houses’ 

A —Only houses in muoicipalities, 

Q— You would not Lax betel nut Dout you class that with the tobacco 
habit’ 

A —It 18 a custom which is followed in every village Sven women eat 
tobacco, they don’t smoke it. 

Q— Then you would not tax those who eat tobacco, only those who smoke it* 
a— Yes 

Q — ^You would tax all sorts of entertainments ’ 
d —Yes ' 

<2 — Including balls ’ 

Dr Hyder Q — What form do you think this tax should take ’ 

A — I will leave this matter to the Committee, but there should be some tax. 

The .Ma/iarajfldAiraja Bahadur of BurdKaa Q — ^Would you tax village 
nautches ? 

A —No 

Dr Bydtr Q — ^Why should yon not lax viUago nautches, but only 
European balls ’ 

A — I had been to the Skating Bmk m Bombay, and I consider that this is 
a very good subject for taxing 

» The Prendent Q — Would you impose a general export duty on agricultural 
produce ’ 

A — Yes, on export That will add to the income of Government 
Q — Do you consider that it will bo economically a good thing’ 

A — An export duty is not had , it will add to the income of the Government 
cf India 
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Q . — ^Would it not kill trade? 

^1.— No. 

Dr. Ilydcr. Q . — ^Would j'ou impose a duty on wheat? \ 

.1- — ^Foodstuffs will not be taxed. I only meant an export duty on wheat 
•exported from this country to foreign countries. I did not mean internal tradd 
at all. 

Q - — export is prohibited by means of this tax, the people who grow wheat 
would make less money. A large quantity will remain in the country and you 
will find it difficult to dispose of it. . . 

.4. — I think foreign countries will have to puixhase it; they cannot do 
without it. 

Q . — But India is not the sole source of supply. 

A . — A lot of wheat is being exported from the Punjab to other countries. 

Q . — I think you made the statement that the practice of the Government in 
•the Central Provinces is contrary to theory in all respects. 

A . — The family expenditure is not deducted, a graduated tax is allowed. 
According to the principles of political economy, graduated tax is not good. 

Q . — There should not bo progressive taxation? 

A . — ^That is my opinion. There should be no progressive taxation and all 
incomes should be taxed at one I’ate. I have stated that industry should not 
be taxed. 
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16th Febraary 1925. 

Nagpur. 


Pbesent 

Sir CHAB1E3 Todhuniee, K C S I , ICS, President- 
Sir Peect Th,ompson, K B E , C B 
Dr R P Paranjpxk 


Sir BIPIN BOSE, Kt., C.S.I., Vice-ChanceUor, Nagpur Univer- 
sity, was examined and gave oral evidence as follows ; — 

Tht Praxdtnt Q —Do you think that the pressure of land revenue » very 
heavy’ 

4 — I do not think so It was no doubt heavy at the resettlement of the 
niseties under the administration of Sir Alexander hlackenzie and his Revenue 
Secretary, Mr Fuller At one bound the assessment i^ss very largely enhanced, 
in some tracts and estates the enhancement touching 125 per cent The 
tenants’ rents were also largely raised Further, the term of settlement wae 
reduced from 30 to 10 or Vi years Tins measure created deep discontent and 
lb found expression in a widespread agitaton against the new settlement policy 
The successors of Sir Alexander Mackenzie, after due enquiry, gave abate* 
metits The new settlements made since have on the whole been quite fair 
I have never heard of any complaint against the new assessments of either tbe^ 
land revenue or the tenants' rents I was in close touch with the people in 
the agitation of the nineties and I would certainly have known if there had 
been any general discontent against the present settlements I have an oppor 
tunity to know the people's feeling all over the Province in the course' of my 
profession I know as a fact that in the cotton tracts the TnoZ^usars and 
tenants have made very large profits On the whole my convicticm is that the 
settlements ate now made on sound principles, fair both to the State and the 
people 

Q —As between Berar and the Central Provinces, is there any feeling that 
the land pays more m one province and less in the other ^ 

A — I think the incidence of land revenue is higher in the Central Provinces 
as compared with Berar 1 believe Berar landowners do not now pay anything 
like a fair assessment The reason is that the Berar settlement was made more 
than 30 years ago when cotton was a negligible factoi m agiicultural profits, and 
■when the communications were very bad Now cotton the staple produce of 
Berar, has leaped to ten times its former value and communications Jiave vastly 
improved, Uie cotton tracts being hnhed with the great centre pf cotton trade, 
^Bombay The result has been that cotton lands in Berar are now sold at a 
price ve’-y much higher than the price for similar lands m the Central Provinces 

Sir PtTcy Thom-pson Q — Is it not a fact that land in Berar is selling at 
very high prices’ 

A — The records of our cou’ts hear convincing testimony to this fact Land, 
•which pays a revenue of, say, Rs 2 an acre, is sold for Rs SOO an acre and 
more In the greater part of Betat the taiyatwari system prevails The result 
of this great rise m agricultural profits has been that the landholders, khatadais, 
as they are called, have ceased to cultivate their lands jth«»ms6lves And why 
should they, when tliev can by subletting make Rs 200 an acre without in 
currmg any of thg risks incident^ to actual cultivation’ For every plot of 
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laud there are half a 
his terms. 


dozen claimants for sublettijig and the owner can dictate- 


Q ' — Is it not had for agriculture ? 

so when the actual tiller of the soil is without' 

any statutory protection. 

Q . — Can you stop tlfat? 


A. I will state what has been done in the Central Provinces. After many 
years agitation, the old distinction between occupancy and non-occupancy 
tenants Has been done away with, and under our new Tenancy Act every’ 
tenant, whatever the length of his occupation, has been given permanent tenant- 
right. He cannot be ejected at the mere will of his landlord so long as he pays- 
his verity and does not otherwise contravene the conditions of his ^tenancy. It 
was anticipated that the creation of this valuable tenant-right would lead tO’ 
subletting. To prevent this power being abused, subletting is allowed only 
for one year to meet emergent cases, when the tenant may be under a tem- 
porary disability to cultivate hjmself. But as ho may evade this restriction by 
continuously subletting year after year, power has been given to the Revenue 
Officer acting under a notification of the Local Government to clothe the sub- 
tenant with all the rights of an occupancy tenant, if he finds that the tenant 
has been habitually^ subletting or managing his land solely with a view to obtain 
sub-rents. This brings into existence a new middleman, but, I am afraid, this- 
cannot be helped. Whether some such law can be made to apply to Berar, it 
wiU be for Government to consider. 


Q ‘ — Is not the tenant rack-rented? 

A. — No. His rent is fixed by the Settlement Officer, except in the case of 
new lands let for the first time in the interval between settlements. 

Q . — Suppose in Berar you have a raiyat and he has a piece of land he does 
nob want to cultivate. Is it not a fact that he can get as big a rent as he- 
likes ? 


A. — Yes, certainly. In the advanced tracts land is very much in_ demand' 
and so long as the sub-lessee can get the wages of his labour and enough to ■ 
live upon, he is content. In fact he has to be. Thus the land-owners are able 
to get big rents. 

^ The President. Q . — ^You said that the Berar settlement was made 30 years- 
ago. Were all the districts settled at once? 

A . — I do not know. 

Sir Percy Thompson. Q . — The first settlement was made in .the sixties, some- 
where about 1865 or 1866? 

A. — ^Yes, but whether they were made at the same time throughout Berar, 

I cannot say. 

Dr. Paranjfye. Q . — ^Even in the new settlement the increase in land revenue- 
can only be made at a certain rate, it cannot come to the proper standard. 

A . — Government in the impending new settlement in Berar has proposed, 
an enhancement of the assessment and the land-owners are up in arms. They 
are now able to make a very large income by subletting and without the ^rouble 
of cultivation. This high sub-rent is purely an unearned increment the result 
of extraneous causes and not of anything done by them for their lands. It is • 
mainly the result of high prices of cotton, prices which are regulated by world- 
causes. They naturally do not like to part with any of this profit, which they, 
have been appropriating to themselves for years. In other words, they, a small 
section of the community, want to deprive the community at large as repre- 
sented by the State of the right to participate to a reasonable extent in the ■ 
profits which are mainly due to facilities created by the State out of public 
revenues. 

Q._'V7hat is your opinion about levying income-tax uppn agricultural income? 

A. ^Whatever may be the soundness of such a policy on theoretical grounds, 

I strongly deprecate it on practical and political grounds. In these days, the - 
land-owning classes having a stake in the country are the mainstay of orderly 
government. If you once give them a grievance, your position will be extremely 
critical. In my opinion, no attempt should be made to tax agricultural income - 
with ail the attendant trouble and harassment of such a tax. 
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Sir Percy Thompson Q — It waa liable to uicome tax m the sixties, about 
I860’ 

^ —When it -was 'nlroduced by Mr Wilson just after the mutiny, the 
Bengal landholders strongly objected But afterwards they gave in out of 
feeling of loyalty to Government, wbose finances were m a critical condition 
owing to the mutiny But as soon as the financial necessity disappeared, they 
urged its abolition And this was done *1 believe m 1886 Since then, agri 
cultural income has been exempt from the insonie tax These are luy recollec 
tions There is the further consideration that bo far as the Central Provinces 
are concerned, it will be extremely difilcnlt to get at the real agricultural pi-ofit 
The village lands, ^roadly speaking, are divided into two parts tenancy lands 
and the mal^vzars' home farm T)n the former, the owners receive rents, on 
winch they pay the revenue assessment Tliey generally cultivate their home 
farm themselves and except such of them as are bankers, they do not keep any 
regular accounts, and m-'the absence of such accounts, it will be extremely 
difficult to ascertain the net profits 

Dr Paranjpye Q — ^You can fairly estimate it 

A — ^For the purpose of settlement they put a rental value on vt , if you 
charge income tax on that, you simply add to the land revenue under the guise 
of an income tax You would "be urns upsetting the settlement engagement, 
at least that 15 how the matter will be looked at by the land holding classes 

Sxr Percy Thompson <3 —An income tax could be graduated and jou will 
have exemptions 

■1 —That again will give trouble You will have to enquire into every case 
before you can allow exemption Moreover, you will have to go upon the 
artificial rental value of Sir To that you wiH add the tenants' rents From 
these two you will deduct the land revenue and the village expenses and the- 
balance will, 1 presume, be taxed All this will simply mean the settlement 
proceedings over again And this I suppose will be earned on year after year 
The harassment to the people will be very great and this will happen m every 
Tillage 

Q —That IS what is done in England 

A —I do not know, but you must remember that you have to deal with a 
class of people here who have been accustomed to a certain state of things 
for years and years, and anything which breaks through the time honoured 
cubtom will create intense dissatisfaction 

Dr Paranjpye Q — ^It is not the British Government that does it It is 
done under a system of provincial autonomy 

A — I can tell jou that your Council vnembers will think twice before they 
do it Even if they think that this ought to be done, they dare not do it. 
From one end of the country to the othc, there will be an outcry 

Q — After all, the number of people subject to this kind of income tax will 
be comparatively small 

A — They are the most powerful class in the country 
Q — They cannot control the votes m the Legislative Council 
A — They have great influence Why do you go about it this way’ If you 
want to get more out of land, you have only to add a small percentage to the 
land revenue I do not advocate this, but only show the way to do it 
Sir Percy Thompson Q — It is unfair on the small holde’-s 
A — You won’t tax the tenants I sUf^iose, but only the malguzari 
Q — It is possible even to tax the tenants 

A — ^liou cannot do it You will have to keep an agency of thousands of 
people before you can reach the tenants and the harassment wll be simpfj 
intolerable 

Q — I suppose that 99 out of 100 would come withm the exemption limit. 
A — All the same, each case will have to be enquired into and dealt with 
on its merits I won’t think of touching the tenants If you decide upon 
taxing agricultural income at all, it must the proprietors’ profits 

Q ^The malgutars keep SO per cent of the rents them- 
selves Can JOU reduce that 50 per cent to a lower limit’ 



Ifc IS only ou paper ; -what really happens is this : The tenants’ rents 
-and whafe is called the miscellaneous income taken together 'plus the rental 
value of the home farm constitute the village assets upon -which the land 
i^eveniie is fixed. The tenants’ rents jilus the miscellaneous income from 
forestSj' etc., taken together are in the majority of villages absorbed in paying 
the land revenue and the village expenses. The only source of income that 
remains to the landholder is his home i&vja, and if he is a good agriculturist, 
he makes something substantial out of the home farm and this is -what makes 
the village good marketable property, "^'hat you -want- is to tax these fruits 
of the malgnzar's good husbandi-y. 

Q - — ^What part of the -village constitutes the home farm? 

-d- — The limit is fixed by statute; it cannot be more than one-fourth of the 
■whole of the cultivated^ area except by special order. Up to that limit you can 
absorb anythin*; you like in the home farm. Generally the best lands in the 
village constitute the home farm. 

Q. — The home farm can only be sublet to temporary tenants. 

A. — Formerly it could be sublet for any period; but the new Act has im- 
posed some restrictions. A sub-tenant of the home farm has no rights except 
such as he may secure by contract. 

T?ie President. Q. — May we taka it that the political objection to an income- 
tax on agricultural income will equally apply to any attempt to replace the 
present system by a western system of taxation of land? ' 

A. — I do not know what is meant by taxation of land. Yon have given the 
people proprietary right subject to the condition that they pay what is called 
land revenue. They had no proprietary right before. You made a gift of it sub- 
ject to the condition that Government would impose periodically a charge which 
will vary from certain percentage to certain percentage. Whether yon call it a 
tax or rent, or revenue it does not matter in the least. A man is bound by bis 
engagement under the terms of the gift to give back to Government something 
of the profits of the property forming the subject matter of the gift. 

Q . — It is quite impossible to go back on that engagement.' Your tenancy 
and your rights in the land are one thing and the payment fo Government is 
-another. Supposing, as they do in Australia, you take a percentage on the 
capital value ? 

A. — It is entirely foreign to my ideas. I cannot say anything as to that. 
We have been accustomed to this system of land revenue even under the Native 
Governments. It has come down from them. Whoever takes the land from 
Government has to pay a certain percentage of the profit which - he makes 
■out of the land in retm-n for the use and occupation of that land. 

Q. — I think we may take it that the incidence of the payment to (^vem- 
ment, whatever you call it, varies in a most extraordinary way from time to 
time, from place to place and from system to system. 

A. — It did vary formerly. Govermnent did not try to equalise the incidence 
all at once. In some places it was 80 per cent, of the assets before the British 
'Government. When the British Government came and made the first settle- 
ment, it had to maintain the percentage, otherwise there would have been a 
very large sacrifice of the revenue which was being paid. In the northern 
districts which were nnder British Government for some time before, the per- 
centage was very much less, say, about 55 per cent. Government is now trying 
to equalize the whole thing throughout the Pro-vinces. 

Q. — I take it that Government can never equalize it as between malguzari 
and raiyatwari. The Government share is half in raiyatwarl? 

A. — In raiyatwari it is much more than in malguzari, because in the case of 
"the latter, the profits have been divided among three classes, the tenants, the 
malguzars and the Government. 

Q . — If one district were settled this year as against another settled 30 
■years ago? 

A. — Such a thing is very unlikely to happen under the present system of 
-settlement. / 

Q. — In some provinces they fall in year by year. 

A. — Here -there is roster. Some districts are taken up thi3_ year, a certain 
'number next year and so on. The whole province is dealt with by a system 
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of relation This enables ono nerminerit expert settlement establishment which 
has acquired experience in scttlcincnt affairs to deal with tho whole province 
turn by turn 

In tho mlcr\al_tho district first settled will pay more 
.4 —I do not think thcro is any substantial difference They do not leap 
up to prosperity all at once 

Q — If I may take a district in Madras — 

A — I cannot sa> aiijthinR outside tnv province That state of things, I do 
not believe, can happen m tins province 

<2 — If ono Berar district wcio settled now' 

J — The wholo of Berar will, I lake it, be settled in three years or so 
Q — Even if it were m three years, the district first settled would pay si 
couple of lakhs more than tho district settled later 
A — That has to ho put up with 

Q — The inequalities of tho system aro not a causa of complaint' 

J — Tliey only look to what they have to pay and whether il is a fair sum 
considering the profits from all sources 

Q — Tho sum that a particular district has to pay is decided by tho Settle 
ment Officer, taking into consideration the fact whether it can bear it at the 
time ho makes the settlement 

d ->That IS true, hut be is hound dowm by what has gone on m the past 
The Land Records Depatiment of the Central Provinces is I behove, perfect, 
the best in tbo wholo of India, so far as I know The Settlement Officer has 
not ROW to make any nimuto cn\uiry into the rise of prices etc The village 
papers un to tiie very last yev' of the settlement are avVilablo and they are 
very viell prepared^ subject to scrutiny by a scries of officers and they can bo 
taken as a correct representation of the rents which the tenants can pay The 
Village papers now constitute very valuable evidence in our courts 
<2~Havo you seen the Cent'-al Provinces Land Revenue Bill' 
d —Yes, I have seen it I think it is a perfectly good Bill There ruay 
be some difference of opinion as regards the details but so far as the general 
principles are ooDcernec], they aie perfectly sound The Select Committee will, 
no doubt, thrash out the details 

Q —Won’t that severely limit tho increase of land revenue m the future ' 

A —You can change it m the future, if circumstances justify such a change 
Do you think there is any prospect of the Council ever passing an 
increase' 

A — I think there is, for the reason that tho responsibility will pass a 
good deal into the bands of the people and when they want more money for 
improvement, they can only get it from land Excise revenue is dwindling, 
as legirds court fees etc the Judicial Department is maintained out of 'them 
The only source of revenue is land revenue and unless they increase it, the pro 
gress of the whole country will bo at a standstill The land holding classes 
constilnle 85 per cent of the people Already there is a revulsion of feeling 
The agitation for longterm settlements is only now .confined to the actual 
malguzara ‘ 

Q — Is there any agitation m favour of permanent settlement* 

A — That IS now a thing of the past So far as the people at large are- 
concerned, they realize that it is an uudue sacrifice of public revenue, permit 
ting the landholders to keep to themselves the whole of the unearned mere 
ment, which belongs to the State as repiesentmg the people 

Sir Percy Thompson Q— You said just now that Government had granted 
proprietary right subject to payment of land revenue, that is calculated with 
reference to the value of land Quite apart from political considerations, would 
you say that, because that bargain has been made by Government with the 
proprietor, it will be a breach of faith to impose a general tax all over the 
country ' 

A —There will be no legal bar to the imposition of any tax Government 
may please to impose 

Q — It 13 purely ^ political consideration then* 
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4'.— Yes; moreover you will be simply adding to the land revenue. What a 
'inalguzar makes out of the cultivation of his Sir is his real source of revenue, 
'Whatever he gets outside this he gives to Government. It is getting with the 
one hand and giving with the other. ^ 

Dr. Paranjpye. Q. — He realises a good deal of nazafana. 

A . — You cannot get at it. 

Sir Percy Tliom'p'^on. Q. — ^Why not" 

A.—Ii people want land, they quietly go to the malguzar : one man says he 
will give Rs. 500, another Rs. 1,000. The vialgiizar gets the money and nobody 
is the wiser for it. Government is trying to get at it, but it cannot. When 
a man pays^ Rs. 1,000 as nazarana for a piece of land, the rent fixed is not the 
economic rent. The fatwari is not told about it, nobody is told about it and 
land is ostensibly let at Rs. 10. But this 10 rupees plus the interest on 
Rs. 1,000 is the real rent. 

<2- — Til® nazarana is a pure fraud on the revenue, if a malguzar takes 
nazarana, why shouldn’t he lose his land, forfeit it? 

A . — This has become a common thing with the malguzars. They will simply 
deny having taken it. These things come out only when a dispute arises among 
thej co-sharers for division of village profits and they go to court. The lam- 
hardar is the person who realizes the rents, lets out village lands and takes tlia 
nazarana. His co-sharers know about it. But very often this cannot be proved. 
The tenant who pays and the proprietor who receives the money only know 
about it. If you impose a drastic penalty like the one you propose, you 
must have good evidence to establish the commission of the prohibited act. 

Q . — ^You would only impose the penalty when you have good evidence, but 
it would check the practice if you did it in well-proven cases. 

A. — How can you prove it? 

Q . — ^Let us assume that the tenant can produce a receipt. 

I.— -He would not be given a receipt. The malguzar will only give him a 
mtta showing that the land has been let to him at so much. The nazarana 
'■ will not be mentioned in it. It is one of the fruitful sources of a malgiizar’s , 
income, for there is so much demand for land in advanced districts. In back- 
ward districts, of course, land is still available. 

Dr. Paranj-pye. Q. — When the tenant dies, the occupancy ceases? 

A. — Only when he dies without any heir. It cannot exist unless there is 

romebody to own it. 

The President. Q. — The occupancy right is not saleable? 

A. — It is not, and very rightly so.' A big agitation was set on foot by 

people who wanted to acquire the occupancy right by transfer when the Bill, 
which is now ovrr Tenancy Act, was before the Council. 

Dr. Paranipye. Q. — The malguzars all opposed it ? 

A. — ^Be it said to their credit that in the interests of tenants they did 
support the principle of inalienability of tenant-right. Moreover, they would 
always like to have a say as to who is to be their tenant. 

-y. — They will begin to let out their lands themselvs. 

A. — The tenants are always in need of money but their lands cannot^ be 
got hold of by their creditor. There was a practice of appointing a receiver 
under the Civil Procedure Code, and thus frustrate the law of non-alienability, 
but this also has been put an end to by the new Act. Tims the tenancy 
land is immune against Civil Court decrees-' 

Q . — It is practically inalienable land? 

A. — ^Yes, except in favour of a person who is in the line of heirs. To such 
a person the tenant-right can be transferi’ed. 

The President. Q. — ^If there is an attempt at transfer, the transferee cannot 
get the land, and if you do not preserve the tenant’s ngJit which has been 
subject to transfer, the malguzar would benefit. 

A. — Our Act provides against this contingency by conferring on any per.son 
-in the line of heirs the right to apply to the Revenue Officer to bo placed 
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in posse$sion of the transierted holding Failing such an application, tho 
malgu ar could apply and gel the land 

Ut Paranif ys Q — Cm this light be willed a\say if a man has no sons ^ 
j — l>,o, there is no power oi willing a tenant right 
Q — If he has no sons, will his biother inherit it> 

A. — Collateral succession has been extended to a male in the male line 
of descent and ascent up to the 7th degree, including the tenant himself 
That has made It more valuable, because tormerly if a man had no son oi 
widow, or daughter, tne land lapsed to the mdgu-ar, except in cases where 
there was a co shaier in the holding iiossessing certain qualifications 

5tr Percy ikomyson Q — Can he sell to a lelation of the sixth degree-' 

/I — He can sell it to anybody who is in the line ol heirs I think our 
tenancy law is an excellent piece of legislation It has simplified the law 
-and put an end to much wasteiul and harassing litigation 

The President Q — Is the tenanb compelled to be himself the cultivator’ 
1 — He mav sublet the land for one jeai, if he gets ill or if he happens 
to be a minor and is unable to cultivate h mself 
Dt Paranjfje Q— Only tor one year’ 

A —it can he renewed 

y — But no peimanent right can be created’ 

d — No Some people may take advantage of it and habitually sublet 
There is a provision against this 

The Prtsxaent Q — ^Does the subTenant secure the lights of a tenant’ 

A —ft a Ilevenue Otficer hnds that an occupancy tenant is in the habit 
of subletting his land never cultivates it himself and has not done so for 
a senes ol years, he can declaie the subtenant for the time being to be the 
tenant and the sub tenant will then have all the rights qf an occupanpy 
tenant and the real tenant in that case would be a mere rent receiver That 
IS a check upon subletting Ibis can only be done in pursuance of a notifica 
tton by Government 

y— \ou said just now that the Councils, as time goes on, would be willing 
to draw an increase of revenue from the land 

■I — I believe they must do so The choice is between stopping all im 
provemeuts or raising mote i:Aveaue by increasiog the land revenue 
y — Do you see any such tendency on the part of District Councils’ 

A — Ihey are not exercising their new powers oi taxation Ihe consti 
taency is a substantially landholdeis constituency ior instance, they 

have been given power by oar new to impose cesses for education for 
loads and for sanitation and such other purposes but they have not yet 
exercised this power Besides such jov ers for general purposes they have 
Been giv en power to impose tolK market dues, registrat on fees on sal© of 
cattle and such like, but these provisions of the Act are all still a dead letter 

Q — Do you think that land which is not used for agricultural purposes 
escapes taxation in towns’ 

A — It pajs no taxes in towns In Nagpur for instance land pays 
nothing to Government, except where it has been leased 

<3 — Does not that rather contribute to the fact that the municipal taxation 
falls more heavily on the poor mah than on the rich man’ 

a — ITiat depends on the nature of taxation We have here both direct 
ana indirect taxes Under direct tax would come water rate, conservancy 

Dr Paran]p’/e Q — They are for services rendered 

A — .Technically they are so They are on a graduated scale A man 
owning Ta house the rental value of which i' Rs 10 a month, pays a certain 
rum another who owns a house the rental value of which is Rs 20 pays a 
larger quota and so on Toa have a regular sliding scale 
I he President Q — But the maximum is very low 
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A. — Yes. 

f2.— Do you think that there is any hope of municipalities raising it ? 

A. Municipal bodies are bossed by people who have themselves tn 

others ' wfth^ low raise it. As it is, officials fnd 

he-iviVv ^ -1 occupying rented houses, are taxed much more 

heavily than rich people living in their own houses. 

lanc??~^^^°^''^ impose a tax on non-agricultural 

A.— Is the Government prepared to Lake the odium? I think Government 
has enougn to do in tlie matter of its own ta.vation and should leave the 
local bodies to impose their own taxes. 

(^.-—Woiiicl not the exemption of non-agricultural land from taxation give 
an unfair advaut.age to tho owners of it? ’ “ 

A. —Except in large towns like Nagpur and Jubbulpore, most of our towns- 
aro malffttzan village abadis of tho settlement. 

Q. In a nialguzari village, the waste pays no tax at all. 

-d.— If it yields any income in the shape of grazing dues, fuel or nistar,' 
then it is included in the miscellaneous income for settlement purposes. 

Q. — Is it done from year to year? 

A. — It is done at the settlement. 

Q - — So that a malguzar, who had a large amount of Avaste, may now derive 
quite a large income. ' 

A. — It was so under the old settlements of the sixties. Now there is very 
little land left in the advanced districts. ■ Almost all culturable land has 
been taken up and brought under the plough. Only bad land, Avhich cannot 
bo profitably cultivated, can now be had in the villages. 

Q . — If sucli land is cultivated, it doss not pay anything ? 

A. — No. It is loft for grazing purposes. All land Avhich is capable of 
being made a fruitful source of income by cultivation has been brought under 
the plough or is being rapidly so brought. 

Q . — We are continually being told that there are millions of acres of cultur- 
able land which ought to be cultivated in India generally. 

A . — In the forest tracts you have such lands, in the malguzari areas, I 
believe, there is very little land noAV left except in wild districts like Betul 
and Jlandla. In the advanced districts you Avill hardly find any such land 
and this process is constantly at Avork Avith the growth of population. 

Sir Percy Thompson. Q. — Have you gob any vieAA’s on the system of 
administration of income-tax in this province ? 

A. — No. I have not. I hear, of course, complaints that the accounts are 
carefully scrutinised and people are^mado to wait for days and that creates 
some trouble. But it is due largely to the fault of the people. If they do not 
keep proper accounts it can’t be helped. Many people come to me for advice 
in the course of my profession. I ask them “why do you not keep full and 
accurate accounts”. If people Avili keep slovenly accounts as many do, they 
are themselves to blame. Of course, some honest people also do suffer. It is 
also a sore point tliat the trading classes are obliged to disclose their accounts- 
and their financial position to the income-tax officers. But I am afraid this 
cannot be helped. 

The President. Q. — Is there any Avay of bringing public opinion to bear? 

A. There is ho chance. Everybody is interested in paying as httle as- 

possible to Government. Perhaps, that ,is human nature all over the world. , 

Coming to the question of stamps, is there 'any class of transaction 

you can sugg^t that might pay more to the State? 

A. ^You can tax mutation of ownership in the case of land, ‘’^enever 

there is devolution by inheritance or transfer by gift, or sale, or usufructua^ 
mortgage, the people may be made to pay. They nro- 

complam. For instance, a man dies leaving a large amount a^wse 

perty, something may be taken by way of tax on succession in such a case. 
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Q Would you appiove a provisioii of law tbat all dispositions of property 

should bo m writing’ 

4 —Everything has to be in writing under the Transfer of Propeity Act 
in the case of immovable property Ihere can be no transfer without a 
registered instrument, except when veiy small sums are involved 

Q — In the case of succession ’ , 

4 —When malguzart rights are involved, there must be mutixtioa of names 
m the village registeis A small fee is charged for this under the Land 
Revenue Act I think this is a perfectly legitimate source of taxation It 
•will not create any trouble m administration 

Q —Are there any documents on the registration of which it would 1 e fair 
to charge sometbiug more’ For instance, tiansfer of property and so on’ 

j — -You have to pay a stamp duty on transfer and the fee has been 
incieased These aie only administrative acts and they do not require any 
legislate e sanction 

Q — -Do you think that the revenue that is being got from that source is 
as much as it can be or do yon think that there can be something more’ 

4 —Something more can be had, I should think 
Q — What do you s'*y about the letent increase in court fees’ 

4 — Nobody feels it Litigation is moie or less a gamble Once a man 
gets involved m Jt, he wiU spend any amoont to gam his object My advice 
is often disiegarded and cases are which should never be filed 

Q— You do not think that there is any demal of justice through the 
increase of court fees ’ 

A —I do not The percentage of increase is small The Court Fee» 
4ct was passed in 1870 and since then the value^of everything has gone up, 
and why should there not be an increase lo the** revenue ’ The cost of the 
administration of justice has largely increased 

Q — The increase is not pioportionate to the general rise of prices’ 

4 —No , it 13 not, I think » 

g — With regard to excise, are you an advocate of prohibition’ 

A — No , I am not Because you can never stop drinking by mere abolition 
of the excise duty There wiU be illicit distillation from one end of the 
country to the other Every household can have illicit distillation It is 
very easy 

<2— Is it leaching that stage already’ 

4 —I do not know The Revenue Officers say that illicit distillation 
is increasing 

Q — At present the people who take to illicit distillation are punished by 
means of fine Can that stop the illicit dstiUation’ 

A — I do Dot know how it can slop it, because it pays the man This habit 
of drinking is very strong m some of the classes and you can never stop it 
It will take years and years of educative propaganda 

Q — Suppose you provide, as other provinces do, for a maximum amount of 
imprisonment ^Vhat is your opinion about it’ 

A — I do not see how you can slop it by (beso methods We have to change 
the mentality of the people Till now some good has happened in this 
direction Formerly, no caste panebayat auld take place without drink and 
that was also the cise ivith some festivals like marriages, etc But now that 
has been stopped No drink is given at panchayats That is the only good 
that has resulted up till now In order that this may abide, a public opinion 
against drink must be created That is the only effective method Of stopping 
this ruinous habit 

(2 — What 15 your opinion of the net gam or loss to the community that 
results from sucli a restriction of shops and increase of prices coupled with 
the policy of punishment v,hich fills the jails 'wifh these people’ 

A 1 do not think you can make tJio people temperate by this sort of 
artificial means It is not possible to do it After all for one man who is 

X 
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honest there 'will be a dozen dishonest people. You would have to maintain, 
a regular army of spies and inspectors and such agencies to detect cases of 
lUicit distillation. And what harassment it will lead to? They say it is the 
simplest thing in the world to prepare liquor. When the man is preparmg 
illicit liquor and the detectives are ait his door, he will- just throw away the 
contents^of the pot and put in it some grain and say “I am cooking my food.'' 
So you cannot detect it. Moreover, if any man goes to the village for purposes 
of detection, the whole village will be np against him and he will be 
maltreated, perhaps murdered. This will happen in junglv villages amon» 
the aborigines. ' . - 

Q -\ — I right in thinking that it is a choice between two evils, one 
allowing and the other creating a number of criminals ? 

fl- — ^It comes to that. After aU these poor people want something after 
their, day’s hard labour, although in some cases this is carried to an extrema 
length. Unless you substitute something for these liquor shops where these 
people can go and refresh themselves, things ■will go on as they now go on. 
In England, I think, they are trying to have coffee houses and no such attempt 
is being made here. 

<3. — As you go about, have you seen .‘nnch of drunkenness? 

A. — ^Very seldom you come across it here. 

Q - — Have the evils of drunkenness been brought to your notice in the coursa- 
of your profession ? 

A- — No. 

Q . — Any moral deterioration of the people ? 

A. — I do not think so. * 

< 3 -— Can you compare the state of affairs now with what it was when you- 
wei’e a j'oung man? 

A. — It IS very difficult to say; because of late I have not been going about 
But I do not believe there has been any deterioration. 

Z)r. Paranjf^je. Q . — ^Do you think that the people spend money on drink 
which ought to be properly spent on their food? 

A. — ^Not among the higher classes. But among the lower classes, they do 
spend a lot on drink, which ought to be spent on their food. 

The President. Q . — ^Wonld the stoppage of drink result m a large increase 
in the taxable capacity of the people? 

A. — In the first place you can never stop drink. You know even our Gods 
had their favourite drink. And even if you can stop it, it will not result 
in an appreciable increase in the taxable capacity of the people. 

Q . — ^What do yon say about a tax on tobacco? 

A. — How will you tax that unless, as you Have done in the case of opium 
and ganja, you restrict tEe cultivation and take control.^ Every ^ man can- 
grow -tobacco. They have got their house in the ahadt and ^behind it there is 
often a small plot -svhere they grow a small quantity of tobacco. 

<3.— May J suggest this? You can sell by auction the monopoly of vend in 
a tahsil and coupled -with that you impose a limit to private possession — say 
two seers — ^and you provide that every person who wants to sell the tobacco 
must seU it to the licensed vendor. The licensed vendor, having the monopoly, 
would have a preventive force. 

A. — ^There may be trouble between him and the people of the locality who- 
will always be against him. It is not like liquor. 

<3.— Suppose you allow something for private consumption? 
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A — But where will you draw the bne’ 

Q — In France they allow 5 tobacco plants for home consumption 

A — I do not know whether it will be worth the game But if you can 
conveniently tax it, say at a small rate I think yon may attempt it 

Q — It IS a thing about which Government should be very cautious’ 

A — ^\es 

Q — What do you say about the salt tax ’ 

A —I think it 13 a legitimate source of revenue Of course if you make 
the rate very high, the price wiU rise 

Dr Paranjp^e Q — ou do not consider the present salt tax to be a great 
burden ? 

A — At least nobody feels it When the duty was first increased, there was 
a rise in price and it %vas l^ittmate on the part of the dealers to have done 
so But that has now settled down 

Q — ^Would the substitution of tobacco tax for the salt tax be a popular 
measure ’ 

A — It IS very difficult to ansvrer that Tobacco of course is a sort of 
luxury whereas salt is not a luxury Nobody can do without salt although be 
can get on without tobacco though people are as much addicted to the latter as 
to the former But I do not see why one should take the place of another 
If you want tobacco tax, you can have it m addition to the salt tax 

The Preeident Q —What do you say about tax on succession and inhent 
ance’ 

1 —There is no such thing as succession m our Mitakshara joint families 
That IS the difficulty As soon as a man is born he acquires a right in the 
.ancestral property, and when be dies the share or interest of the remaining 
members of the family is simply augmented 

Q — It is suggested that you should tax the share of the deceased member 
wheu he is more than a certain limit of age 

A —Then you will have to make so many enquiries about the delays 
lloreover except when there is a son, the share la distributed among the 
surviving members 

Q — That can be easily done ra these parts 

A — I don t think it is so very easy 

Q — Suppose it can be got over and administrative difficulties, if any, are- 
removed Would you be in favour of the tax’ 

A — ^kes It will be a legitimate source of revenue If a man dies leaving 
a lakh of rupees, there is no reason why his son or anybody else who gets 
tha property should not pay a share to -tie Government It is a perfectly 
legitimate way of adding to the public revenues But I think that the 
administrative difficulties are many in the case of joint families 

Q — In the case of a joinl family, what would you say to making an annual 
charge on the property ’ 

A — But this will not be a succession duty but a tax on possession of 
property 

Q It been your experience that the increase in the income tax rates 

has tended to break up the joint Hindu family’ 

A — How can that be ’ 


Q — I think it was Pandit 
lax sounded the death knell 


Malaviya who said m the Assembly that the new 
of the joint Hindu family 
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^ phrase to put before the Assembly. But I do not 
SCO how that can be. * 

Q.~It resulted in sp many partitions in order to escape income-tax. 

-i.-— r do not think partition is ever made simply to evade income-tax. 
at least not in this province, ^ 

^2- —Would the imposition of succession duties have any effect of that 
sort ' ' 


_-‘l- If the property is split up into shares, then duly will have to be 
paid on the shares. 

Q- — Tiiat would be if the succession duty is only on the shares; but it has 
been suggested that you should tax the whole estate on the death of the 
managing member. 

i 

A. Then the others will say “We are not dead, why do you tax us”? 

iS:r Percy 'I'honipson. Q . — Is not generally the headman a man of fairlv 
advanced years ? 

A . — Not necessarily. Seniority is, no doubf, a qualification, but generally 
the most capable member of the family is made the head. 

Dr. Paraujpye. Q. — I.s the manager system existing in these parts? 

-1. — Yes. But, of course, the old .system is gradually dying out. 

Q . — You do not find any second cousins or members of that sort in the joint 
family ? 

A. — ^You ate right there. 

Q . — Whenever the family becomes big and the relationship more and more 
remote, the family gets separated into a number of smaller families? 

A.— Yes. 

Q . — So the difficulty is not so great novf as it was, if you want to find out 
•a system of taxation. 

A. — But you find that though several brothers quarrel among themselves 
and live apart, especially because their females disagree, they do not divide 'the 
estate. The estate remains joint, though they live and mess separately. 

Q. — ^Have you ever considered a proposal that has been made to us that 
the registration of marriages should be made compulsory and a fee levied on 
them ? 

A. — No. But if you do that there will be a great row. 

The President. Q . — Tt is really being done now by District Boards, in the 
case of Muhammadans in the Punjab. ^ 

.4. — Among Muhammadans marriages are a matter of contract- They have 
to go to a Qazi and they have to pay a certain fee to him and perhaps some- 
thing more added to it as a tax. The machinery is there and you utilise it. 

Dr. Para 7 ijpi/e. Q . — -We have in Poona a tax on musical instruments when 
they are played in streets. We know that marriage processions will not go 
out without inusic. So a tax on musical instruments means tax on marriages. 
Those who engage the musicians have to pay the fee. i 


,q._X cannot say anything as to that. , 

The President. Q - — Another suggestion is that you should levy a tax on 
dowries. 

A —We have no cash dowries here. The presents are made in the shape of 
ornaments to the bride and you cannot tax them, without evoking great 
discontent. v, 



<2 — I)oe^ not a graduate son in law command a high price ^ 

4 — It has not come to tliat Swage hcie Even ui Ecni^al the stuuents do 
not now allow themselves to bo sold by their fatheis to the highest bidder 

Q — Have jou any views on the octroi and terminal tav^ 

A —I have very strong views regarding these taa.es I consider terminal 
ta\ better than octroi Octioi has special significance m this Province It 
has come down from the time of the MaCrattas and the jicople are accustomed 
to it It will he verj difficult to raise by any other tax the amount that is 
re.ihsad by octroi I take the example of Magpur m respect of this tax We 
raise about five lakhs of rupees net bv octroi, which it would be impossible to- 
raise bj any other system such as house tax, etc If you introduce house tax 
m place of octioi, people will be subjected to numerous difficulties and harass 
mcnls m the matter ot assessment etc We have diiect taxes such as water 
rate and conservancy cess by which wo realise about two lakhs and seventv 
thousand The tiouble we are put to realise tins is much greater than m the 
case of octioi which gives us about 5 lakhs of rupees Of late however, octroi 
has become a wasteful system because of the refundy Terminal tax is un 
doubledly better than octroi It is nothing but octroi on a few articles in 
general use at smaller rates without refund But the Cfovcrnment of India 
would not give us t free hand in imposing it It is only under tho new Act 
of 1923 we have got power for lU imposition and we are going to uiihso this 
power Under tho octroi system it is only 10 ]>er cent of the people that pas 
and the remaining 90 per cent never pay 

<?— •\ou sav that only 10 j«r cent of the people pay’ 

I — Yes 

(? — What class do they repiesent* 

I --They represent tho trading classes who are able to take care nl them 
selves Tile tax is so small that there is no question of shifting the burden 
from one shoulder to another Tor mst-nce take gram the octroi is onlv a 
fraction of a pie or so on a rupee No Aanio raises the rate of pram because 
he has to pay octioi on it at this small rate 

<2 —The value is regulated by the o\l>ort price* 

1 — \es 

Sir Ptrey Thomi>3on Too say you realise about five latlis of rupees 

tluough octroi, and you also say that it is difficult to realise that amount by 
any other way Supposing the traders liavo got a fund out of which Ihcv pav 
this five lakhs of rupees, surelv you can gel it bv some other way’ 

I —When they imiwrt into tho town say ono hundred rupees woitb of 
goods thev won t imnd paving two and half rupees more which is a little more 
than (ho octroi If vou tax them diicctly, they will have to pav u much 
higher rate than tins and they will feel it 

Q — bupjfoving one man pavs cne jupco at a Hine, ami in tho course </ the 
year ho pavs fifty rupees m this way* 

I — Traders do this hit thev nev r ciriplaui The' will ccitainly rot flk'eo 
to exchange this fm a j criodic retoirnng tax on their houses or on their 
iticomo \oii nnv have profession lax if you Ime, but then it will have to he 
verv high l>cforo you cm raise ftwni it five lakhs of rupees \U these objection^ 
VMmld disapjeir as vo.m as vtu introduce ternunal iix It will ho a small 
charge on the pnncij al articles of consumpfion Octroi is ohjcclional lo 
1 ecaii’^o it has to le levicl on the value of the article Iso doul t, it jv an 
imvalisfactnrv feature But in tho cavo of tonmnal tax, vou will realise on 
weight or carls, / 

Th* Prttuhnt Q — \ou cannot have tins tax unless tho jdace is a railwav 
stati a* 

4 — I am only talking of places where there is a railway station 



82G 


Q - — Is there not inueli corruption due to “octroi ? 


*1. Well, tiicro may be hOmo corruption. But in Nagpur the administra- 
tion of the tax has i>eea well done. There is very little corruption. Of course 
tt IS iinpoasible to beep out corruption altogether when you base it'^upoii the 
value and the agency is low paid, as it must be. 


Dr, Paranjpye. Q. People are subjected to delay especially if they do not 
pay something tc the octroi assistant? 


-1- — If a liuudred rupees worth of goods is brought by a man he ought to 
pay two and halt rupees. We shall say, he will go to the octroi clerk and ask 
him to value them , at fifty rupees and they share the difference at the ex- 
pense of the municipality. 

The President. Q . — ^Why should you not levy octi'oi on the weight? 

-1- That is because of the refund. Otherwise there will be no difficulty in 
doing so. In fact, the terminal tax we have proposed will be on weight. 

Q- — rheu.you say that terminal tax can be leiied where there is a railway 
station, why do you say so ? 

.d. — Because of the trouble that will be saved by it. When, a man brings 
goods by the railway, his consignment receipt will show the weight of the 
goods he has brought and the municipal tax collector tvill levy a tax on this 
weight. 

Q . — Is not the terminal tax levied on the carts ? - 

-•1. — Yes, on goods coming by road. 

Q . — I do not quite see why you should say that terminal tax cannot be 
imposed where there is no railway station? 

.1. — I say that it should be imposed where there is a railway station 
because it is mere (.onvcnient, and also it will pay more, and then in small 
towns you cannot raise much by this. In small towns there is the haisyat tax 
which is practically an income-tax. In small towns you cannot have any 
other tax because it won’t yield sufficient income. It fs only in towns where • 
there is a railway station and large imports that you can expect good income 
out of the terminal tax. 


Q . — ^Does it not tend to become a transit tax? 

A . — I am opposed to this view because of this reason. For instance, 

Nagpiu’ is a centre for imported articles for aU the surrounding villages. 
People who come here to . purchase or sell their goods, enjoy the benefits of 
the municipal institutions, such as well-ordered roads and markets, water- 
supply, sanitaton, etc., and they must pay for them. They must pay some- 
thing for aU these conveniences, and it is such a trifle that they do not mind 

paying it. In fact they do not know that they pay. 

Q . — Supposing the cotton dealers were to combine together and build a 

market just outside the municipal limits of Nagpur, what will you do in that 
case? 

A . — I do not think that such a thing wiU ever happen here; because we 
have big centres of cotton trade here. There are the two cotton miUs, the 
great exporting English firms, numerous presses and ginning factories. These 
will not go out of the town, and so long as they do not, the v^agers bringing 
cotton from their fields will never find a good market for their produce any- 
where except in the Nagpur municipal market. Moreover, there are many 
facilities here, good water-supply, strict supervision over brokers, fire extin- 
guishers, etc. 

won’t be possible to have a cotton market outside the Nagpur town? 

A. —I do not say it is impossible, but they won’t do it. It wiU never pay 
Ihum. 

— They tell that it is being done in the United Provinces. 
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A —1 do not think anybody has made the attempt either m Nagpur or 
•anywhere else m this province 

Q —Does not that result in undignified squabbles as in Agra ^ 

A —Nothing like that has happened here at any rate 

Q — ^You have no lax on agricultnral lands ’ 

A — No Of course^ there are some fields which formerly belonged to 
malguzart villages, but they have m large towns been turned into 6a^^ls and 
are being so converted witn the growth of the town 

Q — Have you any taxation on tobacco under octioi’ 

A —Yes 

Q — Have you any corresponding rates for the crops which are grown within 
the town limits* 

4_ — None is grown Nobody would taka the trouble of growing anything 
in the town 

Q — I would cite the Punjab where they had to impose a corresponding duty. 
In France there is an octroi on such kind of crops 

A —We have none here But we have octroi rates on tobacco, a higher rate 
on the manufactured and a lower rale on the unmanufactured article 

Q— Can you justify octroi on economic grounds’ 

A —The most convenient way of raising the tax is the question It is not 
A question of theory, but of practice most congenial to the people We have 
only to consider what is the best way of raising a revenue while giving the 
people the least trouble and herein lies the justification of the tennma] tax 

Q— You do not admit the charge that it is a rigorous tax’ 

A —No On the other hand, it is a very popular tax m this part of the 
country If you were to give a choice to tBe people for any tax, they will 
unanimously cry for the octroi, better atiU, the terminal tax 

Q —In the village, does not the mahajan and the trader etcape ail the 
taxes’ 

4 — It may be &o But in future he mil bare to pay for sanitation, educa 
tion, etc , in the form of a cess I think the commercial or banking clashes 
do not pay anything for these objects just now in the villages, which are not 
municipal towns or sanitary areas 

Q — Still you have the village police chiefly for the protection of the hanker ’ 

A — ^Yes You mean the village lotual Everybody who lives in the village 
has to pay something to this lotwal It is levied on the lines of a cess There 
IS no definite law on the subject It is by a sort of mutual agreement and 
long custom between the paities, though there is no law compelling any 
body to pay it, except in the case of agncullunsts dnd Jandemners 
% 

Q — Is kotual a member of the thieves clasa’ ' 

A — No Here he belongs lo ihe depressed classes They are a decent set 
'of people 

Q — ^What do you think of taxing betel’ 

A —The municipality has already done it I do not think you wiU cet 
much by way of an imperial tax from this The difficulty is about taxinc the 
-whole country. ° 

Q — Do they sell betel and tobacco in one and the same place ’ 

A — I think So They sell betel, tobacco, cigar and cigarettes and match 
boxes in one and the same place 



Q. — Would you approve taxes on patent modicines? 

.'1.— Tliore are very few of them in Nagpur. We have not got here patent, 
medicines as in Calcutta. It is also very difficult to judge wJiich is a patent 
iiicdicine and which is not. I do not think it will bring much money. 

(J . — What about advertisements ? 

.1. — Certainly they can bo taxed. 

Q . — You can tax cinemas also ? 

.1. — Yes. It can be taxed. I should like very much that the cinemas in 
Nagpur be taxed. 

Q . — One of the witnesses said that it is a necessity of life from the point 
of view of education. 

.-1. — That may bo the ideal, but unfortunately it is not so in practice. It 
is' not intended for that purpose, at any rate not in these parts. I would ^ 
certainly tax them. Of course, cinemas used for educative purposes by school 
authorities should not !)o taxed. 
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lit. B. D’O. EAHLEY, C.I.E., Chiet Engineer, Saida Canal, 
Public 'Wotlta Department, Imgation Branch, United Pro- 
vmcea, was examined. 


WriPen memsrandum ol Mr Dsriey 

(2 I-j —The nUs charged for litigation in the United Provinces are based 
TOujWy on the quant\t% of vtaier utilised by each class of crop Thus on 
the Upper Ganges 4nd Jumna Canals where the lainfall is low ^nd the demand 
for water great the irrigation rales are high In Rohilkhand where the ta>nfaU 
and spring k\el are high and the crops take fewer waterings, the rates are 
correspondingly low 

Of late years the saluo of the outturn has increased and the cost of 
canal maintenance has gone up cnoiinously while inigation rates have not 
advanced in anything hhe tin same proportion fhe«e rates are therefore low 
though the principle on mImcIi Ih^ are based is sound 

Undoubtedly the best method would be to sell jvater by volume but this 
IS impossible owing to the difficulty of measuring the quantity supplied to each 
consumer and no simple form of meter has yet been devised except at a tst 
which would be proinbitiae when the enormous number avhich would he required 
IS taken into account There are about 60 000 outlets each supplying numerous 
consumers and even if outlets could be provided with uleterv it would still be 
necessary to face the difficulty of assessing the quantity taken by the various 
cultivators supplied from each outlet 

It lb impossible to base uiigation rates on the actual cost of the canal 
which supplies the water The eflect of any such arrangement would be that 
cultivators supplied by water from famine protective works, winch are generally 
very expensive, would have to i>ay far more than those cultivating rich lands 
not 8 ub 3 cct to famine which can often be supplied with irrigation water at a 
cheap initial cost and which are m a position to pay far more than th® poorer 
soils usually found wliere protective works are necessary 

Tht proposal to incri.ase the land revenue for ‘ nahn ’ land would be verv 
sound were it possible to .^ivc assuied supplies every year In dry years when 
supplies are short, considerable areas muh go without water or at least with 
reduced supplies In such yean it would lea matter of extreme difficul to 
assess the remissions wa ch would be necessary and jt is more equitable therefore 
to charge water rates on those fields which dually get water 
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cauals_ having been built to supply vfater to certain areas, it would 
^possible now- to alter this and give the water to tbe bi<rbest 
bidder, ibe present consumers have rights which cannot be denied and it 
would bo impossible to ivithdraw' water from areas which have received it in 
the past and give it to the areas where the owmers bid higher 

The present system^ is the best possible under the circumstances and it is 
• only necessary to consider the rates charged now Avith a view to raisin «■ those 
which are inadequate. \ ° 


_ The following table shoivs the rise in value of the principal crops per acre 
in th© last 20 years and the rise in the irrigation, rates in the same period 
for the Upper Ganges Canal and Jumna Canal systems 


Crop. 

Mean value pee acee. 

IeeIGATION bates POE PLO'iT 
lEBlGATION PEE ACEE. . 

1903-01. 

1923-24. 

Percen- 

tage 

increase. 



Percen- 

tage 

increase. 


Ba. 

Es. 


Bb. a. P. 

Es. A. P. 


Sugar-cane . 

100 

180 

80 

6 10 8 

10 0 0 

50 

Eico .... 

22 

'i5 

100 

6 10 8 f 

7 8 0 

15 

Cotton 

29 

.58 

100 

2 0 0 

3 00 

50 

Wheat mid Barley 

36 

70 

95 

4 0 0 

5 0 0 

25 

Gram .... 

■ 20 

40 

loO 

2 0 0 i 

2 8 0 

25 


Daring the same period the working expenses of tbe Upper Ganges Canal 
■have risen from Rs. 10,64,499 in 1903-04 to Rs. 19,40,665 in 1923-24, an increase 
of 82 per cent and other canals in proportion. In America the ratio of 
water rate to value of crop raised per acre varies from one-fifth to one sixth, 
Avhile ill Egypt the ratio is about one-seventh. As ''will be seen above, the 
ratio for these provinces (except in the case of rice) averages about one- ~ 
•sixteenth. 

The cost of Avell irrigation varies with the depth of water below the surface, 
but roughly it may be said to average Es. 40 to Rs. 60 per acre of sugarcane, 
Rs. 15 to Rs. 25 per acre for wheat and barley and Es. 8 to Es. 10 per acre 
for gi’ain. Compare these rates with those paid for canal water and it becomes 
at once apparent that the canal ivater rates are far below the commercial value 
of the water. The net profit from sugarcane is undoubtedly greater than that 
from any other crop and repeated attempts have been made to raise the rate 
for that crop to some figure more nearly approximating the value of the water 
supplied. The quantity of water utilized by sugarcane is about 3 times that 
required for ivheat. If therefore Es. 5 per acre is the correct ivater rate for 
wheat, the rate for sugarcane should lie Rs. 15 per acre and cultivators of ^ 
‘this profitable crop could Avell afford this figure. Over 300,000 acres of sugar- 
cane are irrigated from canals every year and an increase in the irrigation 
rate would be a valuable asset to the Province. ' 

A Bill is about to be introduced in the Council fixing irrigation rates Avith 
reference to prices ; unless prices rise or fall considerably no alterations Avill 
•be possible in future without recourse to the Council. This is very reasonable 
it is only a pity that the rate for sugarcane cannot be fixed at a more reasonable 
'figure before the Bill is introduced. 

Q, IS . — The State should certainly take a fair, proportion o.f the increased 
value of land due to the introduction of neAV irrigation. At_ present an owner’s 
rate is charged equal to one-third of the occupier’s rate until the revenue rates 
are readjusted at the next settlement. 24o oAvner's rate can be imposed in any 
village which has previously received canal irrigation — hoAvever small — prior to 
the last settlement; nor can owner’s rate be imposed on any field classed as 
wet from any source at settlement, though such land may only be irrigated 
from earthen AveUs cind the Avet rate differ little from the dry rate, while the 
introduction of canal irrigation Avill enhance the value nearly as much as though 
■the land had previously been dry. For these reasons the State does not get a 
fair proportion of the increased value of the land and the total amount of 
•owner’s rate levied during the year 1922-23 Avas only Es. 89,024 for the^whole 





■Provmce. though the area receiving new irrigation since previous settlements 
■was 'ery considerable No doubt tbis state o£ aSaiis will be adjusted gradually 
as settlements take place, but it la doubtful oven then if it is possible foi 
a Settlement Ofilcei to increase the land revenue to the necessary extent to 
■ensure that the State gels it» fait share of the increased value of the land 
The fixing of this fair ^are is a matter for the Revenue Authorities rather 
than for a Canal Officer, bat I believe fifty per cent of the net increase has 
been recognised as the fair proportion m the past though it is doubtful as 
htated above if anything approximating this percentage has ever been taken 


Mr. Darley gave oral evidence as follows :~ 

The President Q — ^You are Chief Engineer for the Sarda Canal only^ 

A— Yes 

Q — Not for the whole of the irrigation of the province' 

4 — No 

Dr Hyder Q, — Regard.ng the system of charging rates for Water, you 
first ascertain the area every season, then you ascertain the kind of crop that 
f 13 grown and va’*y the charge according to the kind of crop grown and the 
logical deduction from that is, if there is no crop, there is no charge Docs 
-that represent accurately the system that is m force' 

A— Yes 

You say that the cost of canal maintenance has gone up Could you 
give us some figures for the last five years' 

A —I have given one figure for the Upper Ganges Canal I haven’t got 
the otheis here If you take them for the whole province, they will nob re 
present exactly how the cost has increased because new canals have been 
opened up and therefore it would look os if the cost has ^ue up by more than 
has actually happened The working expenses of the upper Gauges Canal 
have gone up from Rs i.0 64,000 to Ks 19 40,000 odd during the last 20 vears 
I shall send you a statement showing Eow the cost of mamteDance of the 
various canals has increased 

Q — ^You say that the system of charging by meter is not practicable As 
an Inigation Officer, do you make a distinction between the system of charging 
by meter and the system of charging by module' 

A — A module is not a meter It is to a certain extent a seoii meter, but 
not a real meter A certain quantity^ of water only can go through the module 
out it does not measure the amount which passes through 

SxT Percy Thompson Q — You have to take into account the time factor 
in addition ' 

A — Yes 

Dr Hyder Q — The Irrigation Commissioners reported on this matter and 
they thought that the system of charging by module was perhaps better 

A — do nob know how you can charge by module unless you have some 
form of meter la a module the factor of time would not come in A module 
is a contnvuice by which, whatever the Jiead of water in the channel, the out 
let does'not pass more than a certain quantity of water 

Q — ^They make a distinction between module and meter and on account of the 
factors whiuh you have mentioned they think that the United Proviuces are 
not quite the province foi the meter system, bat that somelhmg shcu.J be 
done With the module system 

A — How are you going to arrange this' Tbero ate about 60,000 outlets 
for which you can substitute moduli Each one of these supplies a small 
village irrigation channel which in its turn supplies a number of consumers. 
How are you going to measure the water taken by each one of /the consumers 
of that channel' If you had a big zamindar who was willing to pay for the 
whole village and afterwards collect fiom the tenants, it could perhaps be done 
Q — Do you think such a system is pr'iciicable ' 

A — I am afraid it is not , there are generally so many pattadars that it is 
very difficult to tie one man down to collect the revenue of the whole village 
or distribute the ;water fairly 
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Q. And the owners' rate can be discharged when there is a resettlement? 

A . — That is so. 

Dr. Hydar. Q-— As Irrigation Officer, have you anything to do with water cesses, 
ovey and above land revenue ? ^ 

A, — ^We have nothing to do with these. 

The President. Q. — Does the owner collect something out of the land although, 
he pays nothing to you ? ^ 

A. — I am quite certain he does, but I have no proof. 

Dr. Paranj'pye. Q. — How much corruption is there among the lower classes 
of subordinates? 

A. — Nothing more than what there' is among patwaris and subordinates of 
other departments. 

The Hon’ble Sardar Jogendra Singh. Q. — How do you arrive at the values- 
of crops ? 

A. — ^We have cur own statements of values of crops issued every year in the- 
Supplement to the^ Administration Report. That, of course, varies from district 
to district and it is prepared by the ziladars and checked by the Deputy Magis- 
trate. 

Q - — The yields from land increase during the period? 

A. — The yields have not increased, only prices have. 

_ Q- — You say that the produce from land has not increased, it is only the 
price that has increased. Does it mean that money has depreciated to that 
extent ? 

A. — That is a currency question. 

Q . — Do you make any allowance for increased cost of production? 

A. — ^Yes. 

Q . — T should like to know how you work out the figures showing the' increase. 

A. — I have not mentioned anything about the cost of production, because it 
varies fc an enormous extent and it is very difficult to find what it is. 

The President. Q. — ^Your value per ac,re is gross? 

A. — The statistics for sugarcane and crops that are issued every year • 
show the outturn of crops in the various districts and the rate at which the 
produce is sold. I haye given these gross figures. 

The Hon’ Me Sardar Jogendra Singji. Q. — ^You say that the value of sugarcane 
crops has increased 50 per cent. If yon want to determine what the cost of 
production is at the same time, how would you do it? 

A. — It is impossible to say. If one man cultivates his own sugarcane field, 
he uses his own bullocks which he has to keep in any case. 

Q . — That represents labour. 

A. — ^Would you include that in the cost? 

Q. — It represents certain values. We are talking of the increased values. 

A. — ^After I received the Committee's questionnaire. I asked for figures show- 
ing the cost of cultivation from two of our Deputy Magistrates and one of them 
has produced certain figures for Eohilkhand. I can hand you over a statement 
showing the cost. In the statement I have received, the cost for sugarcane to 
the cultivator is shown as about Rs. 115 an acre. 

— Supposing the prices vary by 12^ per cent., it will make a case for in- 
creased water charge. When you say that the prices vary by 12^ per cent, you 
have really to find out what profit the agriculturist is making. 

A. — ^We are not working against that fine margin. What I say is that we 
are charging Es. 10 per acre for sugarcane when the cultivator can well afford* 
tc pay Es. 15. 

Q . — The cost of production has coirespondingly increased, but the point is 
whether the increase which -you are showing available for taxation is the 
real increase. 

4. I quite agree that our irrigation rates are nothing like the rates the 

cultivator could pay. I hold 'that our irrigation rates are much less than the rates 
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for -well irrigation But I say some iigare nearer the commercial value of the 
water is what the cultivator should faavo to pay 

Q — About the values which you have pn* forward you have not made any 
allowance so fai as the cost of production has increased’ 

A — I have been very general in saying that the value of outturn has been 
very mucn greater 

Q — ^You sav that the value of outturn has been much greater, similarly, you 
will say that the cost of production has gone up correspondingly ’ 

A — I would not say that 

— Sir Percy Thompson Q — the case of sugarcane In the year 1903-04 
the value was 100 and it is now 180 You say that you have not included the 
cost of production Even supposing it has gone up to 80 per cent \s not your 
figure of 100 and 180 Uie ratio of the net value of the crop after the cost of 
crop has been deducted’ 

A — Yes 

The Hon'Jilt Sardar Joqendra Smgh Q — Another point is your 80 per cent 
IS only for one year Is it not’ 

A — If wa take the iverage for the past 4 or 5 years the prices would ba 
very much higher than 180 

Q — ^\ou have spoken of the American and Egyptian rates Have you dis 
covered how they work out’ 

A — I have taken the figures from the text books When I speak of American 
and Egyptian rates I have not worked out the details 
Q — Can you give us the reference’ 

A — Mv reference is only to the proceedings when out irrigation rates were 
revised I will find out the original publications from which we got these 
figures and tell you, if it is required 

Q —In charging water rate, would you consider the question of holdings 
When you are working out the average rate of water rate, would you not find 
out what holdings there are’ If we take the American rates the holdings 
there are very much larger There it won I trench upon the food which a man 
requires, here it might’ , 

A —Quite possible But I do not see how the size of the holdings matters 
very much in this respect 

Q —What would you declare to be the commeraal profit from a canal Or any 
other object’ When you put a thing into the maiket, how would you deter 
mine the commercul value It is very indefinite 

A — That js purely a matter of supply and demand 

Q — ^But it is determined on what it teprescula as capital, labour and so on 
The supply and demand are determmed by certain things Would you apply 
the same in the case of water rales also ’ 

t A — I think the best way to find out is vo compare the cost of canal irnga 
tion in this province with the cost of irrigation from wells 
Q — But that IS not fait 

A — I do not say it is altogether a fair comparison, but it is a useful 
guide 

Q — It IS just like bullock cart rate compared with the railway rate What 
should be the commercial value of water and on what basis it should he put 
forward’ 

A —You mean the capital outlay Sometimes we do not get evenitbe work 
mg expenses from our canals I cannot think of any other way than to com 
para the canal irrigation rales with the well irrigation rates 

Q —1 want to know whether it is possible to veil irrigation water it the 
price of well water Can you charge Ihi© $aroe rates’ 

Tkt President Q— You say the rate of well irrigation gives an index of 
the commercial value of water, could jon say that the irrigation water can be 
sold at a price equivalent to that’ 

A —Not quite at the cost of the well water, hut very near it 1 beUevo 
Certainly in any year when there i$ a big demand it would amount to this 
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riie Hon blc Surdur Jurjuidra Sin'jJi. Q . — ^0 to' 60 i-upees an acre tor su"ar- 

ros-t and tlje grobS yield ns 180. Tiiat is one-third ba°is. 
\Vliere is the margin 1 

figure that it costs him dO to 60 rupees an acre from 

a well/ llic evidence I have received .shows it does cost him 40 to 60 rupees 

to irrigate a sugarcane uiea from a well. Of course a man has got his own 
cattle and tiiis 40 to 60 rupees includes a large number of items. It does not - 
•cost him the whole si.xty rupees in cash. He works himself, uses the village 
manure and supplies his own seed, etc. ' ° 

Q - — How many days laboim he has to spend over this? 

.1. — He has got to give five waterings. 

k>.— Tiiab' would be about 20 days labour. 20 days labour would be about 

ton rupees. Then you are charging him tlie same a's he would spend in the 

case of wells? What, realiv matters is to determine exactly how much is the 
conimeicial value of water in a province and how much the' capacity for a cul- 
tivator to bear? 

.-1. — I think you can find it out only by actual experinfent. We can find out 
the value of water by raising the irrigation rate till cultivation of that parti- 
cular crop decreases, but of course this is not possible. We sometimes have to stop 
irrigation near towns u-.viug to anti-malarial operations, etc. Our canals run 
through these areas already and we cannot stop the cultivators taking water 
but they have to pay full lates for each watering. For instance at Saharanpur 
we find people paying 4 or 5 times the late. 

Sir PcTCij Thom p,' on. Q. — You say 40 to 60 rupees is the cost of well irriga- 
tion for sugarcane. But this includes the cost of labour, services of oxen, etc. 
You cannot e.xclude cither of the two factors? '' 

j 1. — ^Yes. But irrigation is generally done w'hen the village cattle are not 
required for other purposes. He might perhaps hire out his cattle. I do not 
think it is quite far to .say that labour and services of cattle, etc., should be 
■excluded when calculating the cost of cultivation. 

Dr. Hydcr. Q. — You don't supply any canal water to the gardens in the 
compounds t 

.1. — Yea, in certain cases there is irrigation of tliis sort. 

Q . — -Then you can easily find out tile cost of keeping a garden with the well 
water drawn by bullocks and the cost of supplying water through the canals? 

.-1. — I think so- 

Sir Percy Thompson. Q. — Do you find ever people coming and saying “I am 
going to take water from the wells and I do not want your canal water”? 

J, — Never, 1 have never found people refusing our canal water. 

The Hon'ble Sirdar Joyindra Singh. Q. — ^Do you think it would-be fair if 
ihero is no other way of determining conunercia) value of water to fix a certain 
percentage on capital ? 

J.. — you reduce the irrigation rates indiscriminately, -Government must get ^ 
money from somewhere to carry on. That is lai'gely the way the Government 
determines iirigation rates. For instance we increased the irrigation rate lor 
sugarcane from Es. 10 to Es. 12 last year and it was again brought down this 
year simply because we thought we could balance the budget without the en- 
hanced rate. There were a large number of agriculturists on the canal and they 
all wanted that the rate should be reduced and we did so from Es. 12 to 10. 

The Hlaharajadhiraja Bahadur of Burdiran. Q. — refer you to page 330 where 
you say that the present system is the best possible under the cirenmstanees 
and it is only necessary to consider the rates charged now with a view to raising 
those which are inadequate. Therefore you hold that the prevading rate is the 
best because it suits the local requirements and however rates might vary 
hereafter, the system that is in vogue suits the Government as well as the 
people. 'Then you say that the Government reduced the rates for sugarcane 
because the agriculturists or the class of people that represent agriculture in the 
local Council thought the rate was high and the Government having had suffi- 
cient funds reduced the rate.s from 12 to 10. But here in tliis province you have 
the two classes of canals, one the productive canal and the other the protective 
canal and I take it that yonr protective canals are as a matter of fact a dead 
loss to- the Government, that is to, say, yon do not even collect your working 
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expenses Regarding the productive canals, I ask you, what would be the best 
•way of raising water rates That is to sav. foir instance, you being the sup 
plier of water, you naturally so to speak hold the market, and m a certain area 
if a large number of wells could not bo excavated the tenant or the landlords, 
in othei words, cultivators, would have to rely upon water from the canals 
Therefore if you were to put rates even arbitrarily high unless it came to break 
mg point, they mil have to fake water because there is no help for it I mean 
to say, take sugarcane, it was Rs 12 and it is now 10 What would be the 
average rate you think which would Bear the test of the commercial value’ 

4 — In my opinion a cultivator Wiould not feel it if be had to pay even 16- 
or 15 rupees an acre for sugarcane 

Q — In other words supposing it is 10 rupees, your Government would bo 
prepared to raise it up to 15 or 16 rupees or take it down to 10 Your maximum 
is 15 for sugar cane’ 

4,— ‘Yes That is my own personal opinion 

Q — ^Your opinion shows that the maximum rate could be raised to 15 if the- 
circumstances required ’ 

4 — ^Yes 

One point I would make clear is this There are some crops which can be 
grown without any sort of irrigation and some crops need much less water than 
others If the sugar caue rate is too high, the cultivator will take to wheat or 
harlev or gram or arhar and so on He would not necessarily excavate wells 
if you put the rates too high He would grow another crop Of course it will 
be less paying too 

Q —In the case of y our wn/in land, j ou say that you cannot assure every 
year the quantity of water that is required and your department would not be 
prepared to increase the rates for ndart lands 

4 — Because ive feel it would be very unfair Moreover there would be 
tremendous cry m dry years 

Q — Therefore you will nqt be incliaed to increase the rates for Kairi lands’ 
A —Yes 

Q — •‘What IS meant by nahn land’ 

A —Nahri is land which is classed as wet at settlements That is the land 
which IB now irrigated for two or three years out of every five from the canals 
It absolutely depends on the canal irrigation 

Q — ^You ate against selling water to the highest bidder 
A —You see the people having received supplies of canal water for a. certain 
number of years, the land value has gone up You cannot now withdraw water 
from the lands without establishing a sort of legal claim against Government 
The President Q — Is the revision to be periodical or at any time’ 

A — It ’s quinquennial If the prices go up in 5 years more than 12J per 
cent and less than 25 per cent, the irrigation rates can be increased automati 
cally by 12^ per cent. 

Q — ^When the land is settled wet it simply means that it is normally irri 
gated’ 

A — \es Two or three years in every five 
Q — There IS no guarantee’ 
id — No guarantee 
Q — ^Does it get preference’ 

A. — No In the case of shortage of water, our regular customer get th& 
watei automatically because their lands he alongside small irrigation channels, 
those channels belong to the people theniselves 

Q — Has every man who wants water to apply for it’ 

A —No Ordinarily there is an outlet through the bank and when he re 
quires water, he opens the outlet and lets water into the channel and if he does 
not want the water, he can see that it does not go into his field 
Dr Puranj'pye ^ — Do they take too much water’ 

A — Tfce portion near the actual canal -will as a rule get the Qist supply and 
often an unfair share of water and it is a difficulty which cannot be overcome. 
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The. President. Q. ^You have no means of securing full duty for the -water f 
A. We do it as best as we can by giving, an outlet of tbe^iright size. 

, Q. But that may irrigate 100 acres in one year and 200 acres in another. 

A. — ^No, an outlet can only irrigate a certain area. But generally in a nor- 
mal year when there is enough water, people let the water run all night and 
before morning the fields will be filled with water. They don’t care much even 
if water is wasted. But when there is scarcity of water people sit up watching 
.and as soon as a field is filled that outlet will be closed and it will be turned 
on to another field. Thus an outlet may irrigate a bigger area one year than 
•another. 

Q - — There is no sort of means of saying ‘here is an outlet of so many cusecs 
■and that has got to provide for so many acres’ ? 

— ^es, the size of the outlet depends on the size of the area commanded. 
A 6 inch outlet ^Yiil irrigate about 80 acres in the Pabi season. We assume- that 
we are going to irrigate a certain percentage of , the commanded area and give 
the necessary vantage to irrigate that area. 

Q - — ^You cannot regulate the quantity according to the acreage irrigated? 

A--yIt is done automfitically. We cannot give here the same percentage of 
'irrigation as they can give in the Punjab and before a canal is constructed we 
assume that we will give irrigation for 55 to 45 per cent, of the cultivable area 
of each village. The rest has to go on as in the past with irrigation from wells 
•or from some other source. 

Q. — How would you secure that only 35 or 40 per cent, is irrigated? 

A. — By only giving sufficient vantage in the canal by means of outlets to 
irrigate this area, 

Q . — Suppose it is drawn up to 50 per cent. 

A. — It is done sometimes just near the head of the canal. 

Q. — You have no system of guarantee and you don’t require that a man who 
wants water should put in his application, as is done in some other provinces. 

A. — We have that system only for rice cultivation, because it is irrigated in 
a large area in numerous fields. The same water goes from one field to^ the 
-other. So the cultivator cannot say I am only taking water to this field and 
not to that field. We would have no means of checking if he did. , If water 
IS given to a certain area of rice, that is, to one of these depressions where rice 
is grown, the whole depression has to pay. For this reason it is necessary to 
give water only on application. 

Q. — Can’t he get water by percolation and refuse to pay ? 

A.~—That can be done here and there. We do -not charge if he gets water 
■by percolation. And that would be a very tiny area not worth considering. 

(Q.— -It is possible that a man who has a field in the middle of other fields 
says that he does not want Water ; but when water passes to the other surround- 
ing fields, he will also get water, 

A. — The rest of the villagers -will settle the matter.^ If a certain rice out- 
let is opened on application the whole lot would pay for it. 

Q. — The charge is made upon the subsequent inspection of the crop? 

A. — Yes; in the case of rice all "are charged inside the area for which the 
application has been made. 

Q. — Suppose you have a well in the middle of an irrigated area which is 
practically fed by percolation. 

take no account of it. We cannot charge any rate for that. 

Q . — In the 2nd paragraph of your answer to Q. 15 you say “These ratesare 
therefore low, though the principle on which they are based is sound’’. What 
is exactly the principle? . 

A . — ^The principle Is that we charge by the crop. Each crop takes its own 
amount of water. Sugarcane takes five waterings and wheat two or three water- 
ings and so qp. , 

^ „So your rates have regard to the quantity of water and not to the value 
'■of the outturn? 
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A — ^Yes But both the principles aJe taken into account For instance, it 
■we charged for nee on the value of the outturn, ivft would have a much lower 
rale Bub it takes a vast amount of wJter and so ive charge moie 
Q — Have you uniform rates all over the province’ 

They are very much lower in the case of protective works In 
Rohilkhand also where they take much less water the rates are low It is only 
in the major canals, the Upper Ganges and the Eastern Jumna canals that we 
have higher rates For sugaicane in Bundelkhand we charge Rs 5 per acie md 
■on the Upper Ganges it is Rs 10 per acre 
Q — Is the yield less there’ 

A —The Government there encourages them to take the water It helps 
them They weie very haidly hit in the past by famines 

Q — Is your policy going to he to level up as opportunities occur or do you 
contemplate that the rates must always vary’ 

A — The rates must always vary We will always have to charge a lower 
rate m Kohilkhand There are four sets of lates ih that canal division In 
Nairn Tal where there i9 a rainfall of'60 inches a jear, we have very low rate? 
As vve go south and the rainfall decreases the rates increase 

Q — Is it because the demand is low’ Is it feared that unless the rates ate 
low they wont take the water’ 

A —The demand is only once or twice in the year 
Q —Does not this one watering give an inaeased value to the crop ’ 

4 —Even without that watering they can get a crop, but not of the same 
value 

Don't you aim at a unifo*-!!! rate’ That was what the C P have 

■done 

A.— The question has been discussed time and again and it has always been 
held that it would not be fair to luve a uniform rate and that you must have 
a varying rate according to the demand of water and the quantity supplied and 
the benefits derived All these factors are taken into account Oar rates vary 
with the depth of the water used except to the case of sugarcane In the case 
of su^rcane if they paid by volume they must pay at least Rs 16 as compared 
•with as 5 for wheat 

Q —You do not take the cost of the particular work into account ’ 

A — No, not at all 

Q— Do you treat your enterprises as a whole’ Do you make your produc 
■tive works pay for your protective works’ 

A — That question has never been considered 

Q —Don’t you put up to the Finance Department that a certain irrigation 
enterprise is paying, say 10 per cent , so that they may take up another protec- 
■tivo work’ 

A — A protective work is generally uuderiaken out of savings But since 
the war we had to suspend these vrorka 

Q — ^Won’t they tend to become productive’ 


A —Some tend to become prodnctive Take the Eohilkhand canals they have 
■become productive and a large number of canals will in course of time become 
productive 


Q — Have you any private works m your province’ 

A — There are a certain number of small private works 


Q — Do you know what ^they riarge’ 

^ number of zamindars for instance, who own tanks and 

they chargS^p_eople They pay a small sum to the zamindars for lifting water 
In Benares there ate a cerUin number of them 


trom these tanks 


Q— Under the new Bill the rates will come under consideration periodically’ 
A — ^Yes, every five years. 


Q — And you never get a full commercial value’ 

A — I don't think Government aima at that. 

V 2 
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regard to Q. 16, under the systoin of settlement in force here,, 
would lb bo practicablo at all to take a bcttez'menb rate on land wiose value is- 
suddenly increased by the introduction of an irrigation work? 

^l,— They do that. They separata the land into wet and dry and on the wet 
land they take an enhanced amount. 

Q . — Is it because tlio rent goes up? 

Yea. 

Q . — Also the capital value goes up? 

A. —Yes. 

Q . — Under tho raiyatwari settlement wo are supposed to take a percentage of 
the not assets and wo assess upon the land and water together. You get an 
increase in land revenue and at tho same time the owner gets an enormous in- 
crease in tlio capital value of tho laud. When there is any scheme of irrigation, 
it is suggested that wo should put on tho ordinary wet rate and at the same 
time take a share of the enhanced capital value and credit that to the capital 
cost of tho work. That will hardly apply wliero you have to deal with owner 
and occupier? 

A. — Yes; it is e.vtremoly ditRcuIt. 

Q . — ^Practically under your system of settlement and water rates, the owner 
of tho land gets a largo unearned increment? 

A. — Yes, 

Q . — And you cannot touch that? 

A. — No; wo cannot. 

TAc Hon'blc Sardar Jogendra Singh. Q . — You say that the man could pay 
10 to 15 per cent, more without feeling tho pinch. Supposing the man is earn- 
ing Es, 2,000 a montli and he has been living on that income for ten years and- 
suddenly you would put a tax on him at 15 per cent. more. Would he or would 
he not feel the pinch? 

A . — Wo all feel any tax whatsoever. But he would pay all the same be- 
sides the increase would only bo 5 to 6 per cent, of his income and not 10’ 
to 15 per cent. 

The President. Q . — Do you regard the water rates as a tax? 

A.— No. 

Sir Percy Thomfson. Q . — It is a payment for services rendered? 


A.— Yes. 

The Bon'Ue Sardar Jogendra Singh. Q.— About maintenance charges; no- 
water rate is chai'ged for Avater from a tank? 

A. — Oh, yes; they charge in Oudh. 

Q . — Do you know of any instance in which any ryot is charged for lifting- 
water ? 

A. — In Oudh there are a number of such places. 

^With regard to the commercial value of water, Avould it not be limited- 

by the capacity of the consiuner to pay? 


A. — I quite agree. * 

Q.—And you think that the capacity of the consumer is increased by 50 per- 
cent ? 


A.-— I don’t think it has increased by 50 per cent. But we allowed too low 
rates' in the past. For instance, our old rate of Rs. 6-10-8 per acre was 
the year 1878. Do you mean to say that since that year his capacity has no... 
increased ? I am perfectly certain that his net profit has gone up. 
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Ur. A. B. SHAKKSPEAHE, O I E., Chairman ot the Indian 
Sugar Producers’ Association, Oawnpore, was next examined. 


' Written memorandutn of Mr. Shakespeare. 

The Income Tax Act requires reiontiing m many directions 

1 Every person haiing taxable ability should pay some sort of direct 
personal tax 

2 Tangible property by whomsoever owned should be taxed by ♦he 
jurisdiction m which it is located 

3 Business carried on for profit in any locality should be taxed 


Total separation of provincial from state taxation is not to be advocated 
Excise should bo tnado Imperial 


Q ^ — I think, the present methods of recording and compiling the? stalls 
tics of tlio comitrj are as suitable as they can be 

Q 5 — IiOok.ing to the obviously difficult task of arriving at anything like 
a true census of production, I think matters should be left as they ate 

Q 6— I agiee that the statistics contemplated by the BiU proposed to the 
£ombay Legi^ature would be very valuable if collected for the whole of India 
Q 10 --Doos Lund Bevenue bring under this tax profits on sale of land T 
If not, I think it should be made to do so 

Q Id— Undoubtedly a commercial return should be aimed at always subject 
to the principle that the interests of private enterprise are safeguarded 

Q 1.^—1 see no particular point m taxing revenue irom Government owned 
undertaumgs 

Q 15— Looking to the costs of raising water hy private agency, I do not 
think the charges for canal water can be raised Tube woU costa are very 
low with efficient pumping plant and I would not advocate any change m the 
xnethod of charge There is undoubtedly a large amount of waste in the use 
of canal water 

Q 16 — Certainly the Slate should benefit, and the return might suitably 
take the form of an increaso m land revenue for a term of years 

Q 18 — Such payments obviously do not affect the whole of the population 
Q 19 — Tax imposed on particular localities on particular secUona of the 
population should be considered as levied as a return for special benefits, and 
should not aSect the general incidence of national taxation 

Q 20 — As regards individuals, X consider all taxes on articles which are 
mot actually necessary to existence are in a sense voluntary, hut the point is 
what w necessary to existence looking to the general and natural d^ire if 
all people to better themselves and th© fact that th© attainment of better con 
ditions means increased expenditure, and, therefore, a lowering of the ability 
to bear taxation 

Q 23 — I would not lower the incidence of natural taxation for heavy 
drinkers and smokers because they by their indulgence m these luxuries con 
tribute to the Nation s taxes 

Q 2i—l think a small levy on railway tickets would not be objectionable 
Q 25— No 

Q 27 — ^None except proof of destitution 
Q 2S— Yes 

Q 29 — So far as possible for India I am in favour of indirect methods of 
-taxation 

Q SO — I do nob think these ftnms of taxation are suitable to India. 
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income-tax is pitched high enough, but better measures- 
air lidespread^ prevent evasions of the tax— false returns and evasions 

C>. 5o.— I think there should certainly be some diminution in the tax on, 
earned incomes. 

Q. S6. — I don't thinJj so. 

Q. -il.—L tiiink that the super-tax on the profits of a public company should 
hear some relation to the ratio of profits to capital. A company ' which has- 
earned a proiit representing 75 per cent, of its subscribed capital should pay a 
higher rate ot super-tax than one wliich has earned only 5 per cent of its 
capital. 

Q. dS.— I see no justification for ^the income from agricultural operations 
being exempt from taxation. 

Q. J/O.—Ycs, I think the exemption limit is pitched much too high, I would 
suggest a reversion to the Es. 1,000 limit. An Indian on Es. 1,000 may ba 
.. much better ablo to pay tax than a European on Es, 2,500. 

_ Q' I think tho administration of the Income Tax Act is now much more 
efficiently carried on, but oven now many officials administering the Act are 
lamentably deficient in the knowledge of their work. 

Q. Ifl . — I think a standard form of account for income tax purposes would 
bo an e.xcellent innovation. 

Q. y-j. — I sec no objection to the publication of income-tax assessments,., 
being an honest person. , 

Q. think this is worth consideration, but arrangements should be 

made for embossed stamps of small ^size, as debenture coupons are very small. 

Q. 67.- — I do not think that India will ever adopt prohibition either locally 
or universally. 

Q. 02. — None of the suggested alterations for raising the revenue now ob- 
tained by the taxation of intoxicants seem to me-to be satisfactory or in the v 
interests of the general public. 

Q. 63. — I am not in favour of any further attempts to reduce the consump- - 
tion of wholesome intoxicants, such as rum, by raising the cost of such intoxi- ' 
cants; because this will merely lead to .an extension of manufacture and sale of 
intoxicants by illegal means. 

Q. 65. — I think that the Government’s policy of raising the duty on country 
spirits has already been carried too far, and has brought nothing but evil in 
its train. 

Q, 66. — Most certainly. 

Q. 67. — ^If locally made sophisticated liquors are proved to be as free from 
deleterious ingredients as similai’ liquors which are imported, I think the former 
should be given some measure of protection in the jincidence of excise. 

<3- 6S. — Not unless this was accompanied by a compensating reduction in the 
Customs duty. i 

Q. 69 . — The provincial duties on foreign liquors should be made uniform- 
throughout India. 

Q. 71 . — I see no reason for the great variations in the rate of tax in 
certain provinces. I see that Bihar and Orissa levies the same rate of duty. 

Q y^.—The central distillery system for the. manufacture of country spirit 
has undoubted advantages as compared with the system which it superseded 
of groups of small individual distillers. 

0. 73.— I do not see how the present system for licensing the retail vend 
C)f intoxicants be improved upon, but with the reduclioa in the number of such- 
licenses. the license fees might be increased. - 

Q. S2. J think that substantial revenue could be secured without any injury 

to Indian trade by the imposition of an export duty on raw cotton, oil.seeds 
raw jute. The first named is largely bought by a country which competes 
severely with Indian production with goods manufactured from Indian ra\ 
materiak An export duty on oil-seeds would tend to stimulate the treatrne^ 
of oil-seeds in the country, and the conservataon of the cake for fertilizing- 
purposes.- Eaw jute is a monopoly - which the Dundee Mills must have. 
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Q SJ-I think that in the case of some nttides m the “'w 

led on leelght nonld have advantages Jhis Is specially the case with refined 
sugar ' , , j 

0 8S—1 think a large amount oE revenue could be derived from increased 
deatli duties The present rate of duty seems to me to be very inadequate 

Q s9 I would recommend all judicial proceedings being taxed as highJj 

as possible, so as to become an effective deterrent to litigation 


Mr Shakespeare gave oral ewidence as follows 

Th€ President ^ — You are the Chairman of this .Associatjon ’ 

^ ^Yes Sir I think I could sa\e soma of your time if I say at the outset 

tnat a good deal of ■what is set out in my written statement is not con* 
cnrred m or shared by the members of the association I should think except 
vath regard to excise, m which some of the members are interested, and joint 
stock company taxation, the tost represents my personal opinion 

^ — Yea begin mii a sbnri nofe and I taka rt that it is a saoixosry oS your 
views on the whole subject It ivould cover the whole- subject if we begin with 
that First of all you say that the Income Tax Act requires reforming m many 
directions and that every person having taxable ability should pay some sort 
«f direct personal tax Your second point is that tangible property by whom- 
soever owned should be taxed by the jurisdiction in which it is located Lastly, 
business earned on for profit m any locality should be taxed I do not tbink it 
is echoing the passage quoted in our questionnaire I think it is merelj a 
coincidence 

z' A —It IS merely a coincidence 

The Kational Tax Association has prepared a scheme of taxation Their 
first proposal is the levy of a personal tax on everyone for the upkeep of the 
Government under whose protection ho lives The second is the levy of a tax 
on property without regard to oxTnership or personal condition 

A —That is my view 

Finally they suggest a tax on bnsiness I think it is merely a com 
cidence that >our three propositions are almost exactly theirs 'What would yoi> 
inggest about the method’ 

A —We have {1 em existing la different forms at present 

Q — ^Let us take direct taxation first 

A —That is the taxes per capita as in the case of the income tax, the super 
tax on individuals and others, the profession tax, tax on trades All these 
■would cover that 

9— Tou are opposed to anything like a poll (ax 

A — That IS generally a tax outside the income tax 

Q— In this province does the village moneylender come m under any of 
these taxes’ 

A —t take it that if the moneylender is a honest man he will come in 

Q — If his income is less than two thousand rupees* 

A —He escapee 

Q — Is there any class that does not pay jt* sba'-e* 

offs, the private bankers and the brekefs 
the income tax authorities to give tnem 
' of brokerage we pav them large sums of 
Irvce out such people whose income by 
be very considerable 

C—Tou are speaking of the host of middlemen 

» main!.' 

a very large one 


A —I am doubtful in the case of shr 
We are always receiving requests from 
information about these people Bv way 
money I suppose tliey are trying lo 
Way of brokfage or commission must 
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Q. So. — I think the income-tax is pitched high enough, but .better measures- 
should be instituted to prevent evasions of the tax — false returns and evasions 
are -widespread. ^ 

Q. 35. — I think there should certainly be some diminution in the tax om 
earned incomes. 

Q. SG. — I don't thinlc so. 

Q. 37 . — I think that the super -tax on the profits of a public company should 
bear some relation to the ratio of profits to capital. A company ’ -which has 
earned a profit representing 75 per cent, of its subscribed capital should pay a 
higher rate of super-tax than one -which has earned only 5 per cent of its 
capital. 

Q. 38 . — I see no justification for ,tho income frorii agricultural operations 
being exempt from taxation. 

Q. Ifi. — ^Yes, I think the exemption limit is pitched much too high, I would 
suggest a reversion to the Rs. 1,000 limit. An Indian on Rs. 1,000 may be 
m\ich better able to pay tax than a European on Rs. 2,500. 

Q. Tfl . — I think the administration of the Income Tax Act is now much more 
efficiently carried on, but even now many officials administering the Act are 
lamentably deficient in the knowledge of their work. 

Q. ]/2. — I think a standard form of account for income-tax purposes would 
be an excellent innovation. 

Q. Ijo . — I see no objection to the publication of income-tax assessments^ . 
being an honest person. 

Q. J/5. — I think this is worth consideration, but arrangements should be 
made for embossed stamps of small ''size, as debenture coupons are very small. 

Q. Gl. — I do not think that India will ever adopt prohibition either locally 
or universally. 

Q. 62. — None of the suggested alterations for raising the revenue now ob- 
tained by the taxation of intoxicant-s seem to me-to be satisfactory or in the > 
interests of the general public. 

Q. 63 . — I am not in favour of any further attempts to reduce the consump- 
tion of wholesome intoxicants, such as rum, by raising the cost of such intoxi- ' 
cants; because this will merely lead to an extension of manufacture and sale of 
intoxicants by illegal means. 

Q. 65 . — I think that the Government’s policy of raising the duty on country 
spirits has already been carried too far, and has brought nothing but evil in 
its train. 

Q. 66. — Most certainly. 

Q. 67 . — If locally made sophisticated liquors are proved to be as free from 
deleterious ingredients as similar liquors which are imported, I think the former 
should be given some measure of protection in the ^incidence of excise. 

Q. 68. — Not unless this was accompanied by a compensating reduction in the 
Customs duty. , 

Q. 69 . — The provincial duties on foreign liquors should be made uniform' 
throughout India. 

Q. 71 . — I see no reason for the great variations in the rate of tax in 
certain provinces. I see that Bihar and Orissa levies the same rate of duty. 

Q. 72. — The central distillery system for the. manufacture of country spirit 
hsis undoubted advantages as compared with the system which it superseded 
of groups of small individual distillers. 

Q. 73 . — I do not see how the present system for licensing the retail vend 
f>f intoxicants be improved upon, but -with the reducUon in the number of such- 
licenses. the license fees might be increased. 

Q. 82. — I think that substantial revenue could be secured without any injury 
to Indian trade by the imposition of an export duty on raw cotton, oil-seeds and' 
raw jute. The first named is largely bought by a country which competes 
severely with Indian production with goods manufactured from Indian raw 
material. An export duty on oil-seeds would tend to stimulate the treatment 
of oil-seeds in the country, and the conservation of the cake for fertilizing- 
purposes. Raw jute is a monopoly which the Dundee Mills must have. 
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Q SS —I think that in the case of some articles in the tariff, a duty calrola^ 
ted on weight would have advantages J^is i* specially the case with refined 
sugar 

Q SS—I think a large amount of revalue could be derived from increased 
death duties The pieseiit rate of duty seems to me to he very inadequate 

I would recommend all judicial proceedings being taxed as highly 
as possible, so as to become an effective deterrent to litigation 


Mr Shakespeare gave oral evidence as follows 

TAe President. Q — ^You are the Chairman of this Association’ 

A — ^Yes, Sir I think I could save some of your time if I say at the outset 
tHat a good deal of what is set out in my written statement is not con- 
curred in or shared by the members of the association I should think except 
with regard to excise, in which some of the nierabers are interested, and joint 
stock company taxation, the rest represents my personal opinion 

Q — ^You begin with a short note and I take it that it is a summary of your 
views on the whole subject It would cover the whole- subject if we begin with 
that First of all you say that the Income Tax Act requires reforming in many 
directions and that every person having taxable ability should pay some sort 
of direct personal tax Your second point is that tangible property by whom 
aoever owned should be taxed by the jurisdiction m whicH it is located Lastly, 
bnsine's carried on for profit in any locality should be taxed I do not think it 
IS echoing the passage quoted in our questionpaire 1 think it is merely a 
coincidence 

-- A —It 18 merely a coincidence 

Q —The National Tax Association has prepared a scheme of taxation Their 
first proposal is the levy of a personal tax on everyone for the upkeep of the 
Government under whose protection he lives The second is the levy of a tax 
on property without regard to ownership or personal condition 
A —That IS my view 

C— Finally they suggest a tax on business I think it is merely a com 
vidence that your three propositions are almost exactly theirs What would yoi» 
Suggest about the method’ 

A —We have il em existing in different forms at present 
Q —Let us take direct taxation first 

A ■ — That IS the taxes jier capita as in the case of the income tax, the super 
tax on individuals and others, the profession tax, tax on trades All thesu 
would cover that 

Q — ^You are opposed to anything like a poll fax 
A — That is generally a tax outside the income tax 

Q — In this province does the village moneylender come in under any of 
these taxes’ 

A —I take it that if the moneylender is a honest man he will come in 
Q — If his income is less than two thousand rupees’ 

A — He escapee 

Q — Is there any class tliat does not pay its share’ 

A — I am doubtful in the case of shroffs, the private hankers and the brciters 
We are always receiving requests from the income tax authorities to give inem; 
information about these people Bv way of brokerage we pay them large sums of 
money I suppose they are trying to trace out such people whose income by 
way of brokerage or commission mnst be very considerable 
Q — Tou are speaking of the host of middlemen 

A - Their number may he small or large, hut m many cases their income' 
is a very large one 

Q — What you would advocate is greater activity and attention on the lurt 
of the income tax officers’ 
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<4 — That is the whole "idea in my mind. 

What about the people below tho exemption limit of income-tax? 

d.~l tliink tho exemption limit is pitched much too high. I do not know 
whether a large number ot persons are not avoiding every form of direct taxa- 

iSes^^ ^ purchase taxable 

Q - — ^\Yhat is your idia about local taxation? 


I refer to sucli forms as the house tax which is a local ta.x. I mink it 
m a very legitimate foim of taxation. I do not know certainly about country 
houcos outside municipal limits, but I do not think house tax is being collected 
outside municipal limits. 

^ Is jt a fact tliat land which is used for building purposes escapes land 


. -I* I do not know^. whether there are many cases of large building properties 
in rural areas. I do not think tho district boards levy anything on house 
properties. 

Q - — Do you advocate it? 

.4. — I suppose it could be done. 

Q - — I think it is done in other parts of India. Do you propose the rate 
on tho property or on tho income? 

A — Of coursf the assessment should depend on the rental value of the 
property. 

Q . — I rather judged that you contemplated taxing the income from the sale of 
lands. 

A , — I do not think unearned increment on house property should escape but 
T admit you could not easily tax the house in the village. I think the levy on 
the unearned increment is a feasible one. Moreover the house tax in munici- 
palities is extraordinarily low. In the case of Cawnpore I think it is ^ per 
-cent, on the rental value. 

Q. — As again? j over 100 per cent, elsewhere? 

A. — I may be wrong, it may be 6^ per cent. At any rate it is a relatively 
low tax and is the same as the water tax in the case of Cawnpore. 

Q. — Your third proposition is that business carried on for profit should be 
faxed. Do ^mu mean^the French tax? 

A . — Something like that. 

Q , — A tax based upon the capital and the number of workmen employed ? 

A.— Yes. 

Q. — ^YoU would not object to paying it in addition to the income-tax? 

A . — I ■would not like to see the incidence of the income-tax increased. 

Q. — Your scheme seems to be extraordina'^ily similar to the Committee s 
proposals. Your next proposition is that total separation of provincial from 
central taxation is not to be advocated. You do not like the present system 
under which each Government takes particular heads? 

A. — ^No. I do not like that system. 

Q . — ^You go on to say that excise should be made .Imperial ? 

.j.. An'yway as regao'ds its organisation and rating I do not think I ■would 

like one province to go and exploit another. _ It goes on now. This province 
■started imposing an export tax on spirits exported to other _ provinces 
and it has greatly embarrassed us who had contracts running -witn inai&n 
States. 

^._-V7hat is the amount of export tax? 

A.— It is nothing very much. It is two annas per proof gallon. 

Is not the object simply to recoup the cost of their stafi? 

4 An the same it is quite a novel and sudden innovatira. Nobody taew 

■anything about it. PersonaUy we were involved in this way. We had very large 
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contracts running to hundreds of thoosands of gallons with certain Indian Stales 
"We wrote to them soon after the intiodoction of this levy and they said that 
they would noi, pay it 

Q — Is it not a sound proposition that the province of origin should levy the 
excise to be transferred to the province of consumption and is not the 
Government entitled to be recompensed for anything that they may spend to 
maintain a large excise slaft to look after the prodnction’ 

A — When you get it out of the unfortunate consumer lE may he all right, but 
as It 15 we cannot pass it on We can do it only m our next contracts That 
will lead to competition If it is gomg to bo done it ought to be applicable 
■to all 

Q — It IS IS it not’ 

A — I do not know 

Q — Originally Government tried to levy this as a kind of octroi tax and then 
as a result of a conference this arrangement was come to tn , that they should 
recover through the cost price a sum sufllcient to pay the staff 
A — I would like to see the whole thing nniiied 

Q — Have you thought out how the tax should he distributed m a Federal 
State’ 

A — No probably it would not be feasible It depends on the question 
whether you ate going to appropriate all the tax and then divide jt up 

Q — ^We are now looking for the best arrangement 

A —-Excise taxation is a very diificalt problem The duty has now been 
Toised to such a tremendous height that it is very difficult to solve it 

Q— Have you thought out how it slould be distributed in a Federal State’ 
A — I have not 

Dt Hyier Q>-With regard to questions 4 and S regarding the compilation 
o! statistics you think they are suitable’ 

A —I think the form is suitable 
Q— Bat the results’ 

A —Well of course they are greatly delajed in many cases 
\re the results accurate’ 

A —In the case of crop stafistics we know of enormous variations 

Q— You are interested in sugar Way I ask you how you would estimate 
sugar’ I think it is one of the crops which is ve-y difficult to estimate 

A — The Outturn is very difficult to estimate but I think the statistical 
department authorities ought to fa© able to tell us much earlier than they do at 
present the area of cultivation under any particular crop which is very important 
information To lUj mind they unduly delay the publication of the area of cul 
tivation and it is pubhsfied much too late By the time the crop is half ripe 
they publish the a^ea report I think the form is all right 

Tht President Q — ^Do you know how it is done in other places’ 
d - Look at America and tbew cotton crop We have tbeir figures extra 
ordin niy quickW after sowings are complete 

Dr Hydtr Q — ^\ou will estimate the sugar crop in terms of juice or 
sugar ’ 

i - For the purposes of each district I would adopt the method followed 
local j What I i ould like to seo is that thev do not delay the publication of the 
area of cultiva* on The area is Rencrally knorm to the village patwans by the 
15th Ma’-ch Wo ought to have the area report at least m June The first con 
dition report might he issued on the 15th October and the final one m December 

(? — With reference to question No 13, you say that commercial returns 
should always lo aimed at in case of Oovemmcntal undertakings such as canals 

A — ^That, of course, is a case where there is no private enterprise concerned 
In such casts it does not matter how Government deal with the return But in 
cases of competitive undertakings anch a principle should be adopted I have 



.•I. .AUlioii^'li I pay htijicr-lux. 1 <ln nol pay any income-tax at all, because 
non! U all iny nicoino is olutrped at the source. You pav it because the Companv 
IS ])aying u. 

Vour t'ouipnny pays super-t.ax atul you also pay it iiulivirlually. 

.1. — "i c.s. and iny income is cbarpi-d to super-tax. i.r., 1 pay twice over. 

7 he Prf‘i<hn(, Q . — Tf you were a .single individual vou would only pay 
once? 

.-J.— It certainly scows unfair, but I am opposed to the present system of 
taxiii'; < iirjwuat ion piolits bccniise tin- rale of dividend is Jiot taken into account. 
If it is iTOing to remain as it is the tax .should be graduated. 

S/r Pcrci/ 7'hfiinpHm. Q. — linven'l you got the insuperable diflicuJty, which 
you had in tbe c.ase of the Kxces.s Profits Duty in England, that you” have to 
oscert.'iin f,!ie capital of (he company? 

.1. — I think the dividend per .share should be taken into account. 

Q. — Surely you can gel o\cr it very easily In* inflating flic A*aluo of tbe shares. 

.1. — This is watering your capital; of course, that can bo done. But I think 
such ii course would be objected to by tbe great majoritj* of shareholders. 

Q - — There is no justification for tbe income from agricnltural operations being 
cxoinjit from taxation? Can wo tax pure agriculture? 

.'1. — T do nol see how you arc going to do it; but 1 do not see why an in- 
dustry dealing with vegctaiile fibres, sugarcane and sucli like should escape. Why 
should the, ten people get off? 

Q . — Do they got off? 

A . — r understand they got off for a number of j*ears. There w'as a big case 
about it. 

<?. — I think the decision was against them. 

/i. — No, I think they were exempted. 

Q . — I think that in tiic case of a tea company wdiich grows it, manufactures 
it and markets it, tlie profits aie divided into tw*o, first of all, profits on growing 
the tea and secondly, profits of manufacture and marketing. The latter are 
taxed, while the former arc not, because tliey come under the agricultural 
exemption. 

A . — That is the same with regard to sugarcane. 

The MaharajadJiiraja Bahadur of Burdxcan. Q. — When you refer to income 
from agricultural operations, what do you mean by ‘operations’ ? 

A . — I moan agricultural industries, such as pressing of oil-syeds in the 
village.s or the crushing of sugarcane on a small scale. I do not think you could 
tax such operations. ^ 

, Sir Percy Thompson. Q. — Part of the profits/due to production of cane are 
■not Jiaxed? 

A. — No, not those relating to the production of it. 

().— ^Is it not the same on tea? 

— So far as I know they are the same. 

Q . — In your reply to Q. 40, you say that the exemption limit is pitched much 
too high. Suppose you fix the limit at Rs. 1,000, is it a question of the relation 
between the yield yon get and the trouble and expense of _ administration . In , 
one province an estimate was given that if you fix the limit at Es. 1,000, you 
woulH double the number of people who came within the purview of the income- 
tax but the actual yield be relatively small because of the trouble of finding 
them out and you would have to increase the machinery very largely. 
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A —Yes, but I think relatively that a tnan -who earns Rs 1,000 might be 
able to pay something small 



ness ctr a grocers business’ 


A —You could have a standard form for banker s business 
<2— Would you increase the standard form almost indefinitely’ 

a— Ordinanlj 1 think the Joint Stock Companies reluins are getting much 
more uniform than they were but even now certain Income tav officers do not 
■understand the difference between capital and revenue 


Q —Would your standard form be applicsible to every kind of business ’ 
A — ^Like undertakings would have a uniform form 


Q— Would it apply to the sugar business’ 

4— Yes 

Q — lou could really devise a form of account for every different business ’ 


A —Yes I am thinking of something which the Income tax officers would 
probably be ab’e to nTidersiarid better Wo had a case the other day in 
which we failed to persuade the Income tat Office’- regarding the principles of 
depreciation in the case of joint stock company accounts and eventually when 
we appealed, the Income tax Ofiicer was proved to be wrong 

rA« Prenrfent Q— You are adverting rather to returns than to the books a 
man keeps’ 

A —I am referring to vanons questions relating to profits and other details, 
which would be set out m a standard, form by the party paying the income tax 
before submission to the Income tax Officer 


Q — \oxi grow some cane yourself Does it pay you’ 

A —No But it is a good thing to ba^e some crop in reserve when your 
geneiai supplies fait off towards the end of the season 

Q— You say that the Governments policv of raising the duty on country 
spirits has already been earned too far Could you devAop this statement m a 
little more detail ’ . 

, 4 — I think illicit distribution has absolutely got out of control. 

In the old days when the duty was low ifc did not pay a mao to risk 
going in for it, buf it is now so profitable that all sorts of smuggling is going on 
i’rattically speaking Government have lost control 


Our distilleries are runnieg 


Q —Has the consumption decreased ’ 

4 — official consumptioQ has decreased 
at ha’f their capacity 

Q— You say that vt is due to the incre^e of price! 

4— Yes 

Q —You say that illicit distillation has increased ’ 

4 —Yes I have every reason to believe this to be the case, although I have 
mt seen it v,\th my own eyes It is I beheve accepted even by the Excise 
Department There is I think no question that it is widespread 

Iiceming '^sfstc 'rop’'"® matters if you do away with the present 


4 —I do not know that, I was discussing that question with the Excise Com 
missioner the other day, I do not think ho took that view 

has been put to us by some people that the Bigh price of licit liQuor 
IS patting a premium on the illicit Uquw’ 


4 — Certainly that is the view 
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Sir Percy Thojipson, K.B.E., C.B. 

The Hon’ble Sardar Jogendra Sikgh. 

Dr. L. K. Hyder, M.L.A. ' 


Mr. B. G. BHATNAGAR, M.A., F.S.S., Lecturer in Economics, 
TTniversity of Allahabad, was examined. 


Written memorandum of Mr. Bhatnagar. 


(S”- — At tlie very outset I ivish to make it clear that I am in perfect 

sympathy with tlie idea of an economic enquiry preliminary to changes in taxa- 
tion. But this doesn’t mean that I am also in agreement with what they have 
generally recommended in the Legislative Assembly to be the form of this enquiry. 
If I have understood the speeches made in the Legislative Assembly correctly 
and if my memory does not fail me now, then what they want the economic enquiry 
for, is either for the determination of the total wealth or the determination of' 
the national income. Perhaps the underlying idea of those who insist on having 
an enquiry of this nature is ultimately to have an idea of the percentage relation 
that the present taxes bear to the total national income, and then to compare it 
with the percentage relation of taxation to total wealth or the national income in 
other countries like Japan, America, Germany and England. And if after such 
a comparison they find that the percentage relation of taxation to National 
Wealth or National Income is higher in India than in other countries, then, to 
recommend either a reduction in tlie present quantity of taxes or at least to cry 
a halt to any attempts at further taxation. 

Looking at this line of thought from the practical point of view of ta,xation, 

I feel constrained to say that, it is entirely a futile method of approaching the 
problem. Such an enquiry may be vei'y entertaining for a discussion ip a learned 
society of economists. Perhaps it would also supply a convenient handle to the 
opposition in the legislature to cry down the Government. But it would be almost 
worthless for a practical administrator before whom the problem is either to find 
out new sources of taxation or to bring about an equal liistribution of the burden 
of the existing sources of taxation. For him what is important is not the total 
wealth or the total national income of a country but its distribution amongst 
the different classes of people living in that country. Let me make my meaning 
clear by an example : 


Sunnose there are two countries X and Y, each having an income of Rs. 10. 

.. A r\A XT__ _ •V' xUi- * X Tf\ 


in the year of 1923-24. Now m 
equally, each getting Rs. 333-5-4. 
divided as follows : 



2 men getting 


X this income is divided amongst 30 


Rs, 


800 

500 

100 


same 

number 


Rs. 

each 

2,000 


3,200 


3,000 


1,800 


10,000 


000 
people 
it is 


1 


3o5 


JNow if the miniinum exempted from taxation ^ kept at Rs 250 in X and Y, 
Vnd incomes above that he taved ticcordiiig td Jates^ ^ c , 

xiroCTe^Sively graduated taxation and if w® adopt the ® ’ 

mcomes betLfn Rs 250 and Rs 450 at the rdte of 3 pies m the ^upee ra^mes 
between Rs 450 and Rs 900 at the rate of 6 piea in the ^®0 

tween Rs 900 and Rs 1 500 at the rate of one anna in the rupee, then we 
would end that the total amount of tax received in tie country X will am^un 
to Rs 15640 The percentage of this to the total income of the country 
?ould be 1 5625 While m tL case of th^ country Y the total amount of 
the tax on the bass of the scales adopted shove would come to Rs 31812 0, 
and the percentage of the tax to the total income would come to 3 1875 
To an unwary and umnstructed mind the statement of mere percentage of tax 
to the total income or the total wealth of a country as compared to the same of 
the other countries may mean shmeUiing, but in reality it means nothing In th 
above example we have seen that the total income of the two countries is the same 
ishile the incidence of taxation per 100 of that lawme is almost double m Y than 
m X Can we from this argue that Y is mofe heavily taxed than X’ By no 
means yes ' By this time it should be clear therefore that for practical problems 
of taxation the estimates of total wealth or total income are not at all important 
What we want is an estimate of the incomes of different classes of people living 
10 . a particular country so that we may have an. idea of what classes would come 
•or should come under our scheme of taxation 


liot only the attempt to make an estimate of the total wealth or total income 
of India will be useless for the purposes of changes in taxation, hut it would 
also require enormous expeudilure of time, talent and energy I understand 
that in a country like England which is predommantlv a manufactuxing one and 
xihe’^e production is carried on in concentrated localities it took seven years to 
have some sort of a census of production And this when the available supply 
■of men gifted enough to carry out the investigstmn was as large as an advanced 
country like England could put in the field for that investigation In a countrv 
like India which is piedominanlly agiicuHural and where production is scattered 
■over an area at least ten times that of England it should take at least 100 years 
to complete that enquiry And here we shouldn t forget that the available num 
1 er of people fit enougn to carry on an invesl'galion of that kind is incompar 
abW small 


Look at it from whatever point we like whether desirability or pract cabihty, 
an enquiry to estimate the total wealth or the lotal income of India )s sot what 
19 wanted What we want is some sort of an enquiry that would give us a 
general idea of classification of the people of Irdia on the basis of incomes We 
thould have a number of grades of Wotnes ranging from say, that figure which 
may be taken as tl e minimum to provide the neccs^unes of health and efficiency 
to an average family Of course this minimum will he different for different 
regional units and different classes and^he miiumum for the whole of India could 
be arrived at after taking an average of these For the sake of illustration if 
we say that such a m nimum is an income of Rs 500 per year then to our I class 
-will belong all those whose incomes are below or up to Rs 500 per year 
Our next class may be of income between Bs ^00 and Rs 750 and so on How 
to set about the classification of this kind’ Should we adopt the method recom 
mended by Jlr C N Vakil before the Taxation Enquiry CtSmirnttee or should 
we adopt some other method’ There is no doubt as ilr Vakil has pointed out 
-that the ideal enquiry would be to make an economic survey of each of the thou 
sands of the Indian villages But he rules it out as he considers that the expen 
diture of time and money •would be far too great Instead he has suggested as 
the next best thing to take iafvq as a unit for enquiry He advises the organiza 
tion of tl e talug committees district committees divisional committees provin 
cial committees and an All India Committee Towns and other cities which are 
industrial centres are to have their own comnutleea The composition of this com 
mitree is to be both official and ncm-ofiicial The ie{,ults of the enquiry would be 
“a-ra depend on the work of the tdluq committees, which should tour and make 
brs hand enquiries from villages According to him at least one third of the num 
, ^jllages m India should be visited by these fnluq committees The mam 
plan of the enquiry is not suggested by him and is left to he determined by the All 
"Vakil has suggested then it is very 
1 1 ° support Or oppose his saggestfons If his economic enquiry is to 

1 , 1 ^^* variety Mntemplated in the ^ec^es delivered m the Legislative Assem 
-f™ I have pointed out above i^ will be a sheer waste of time 

xo undertake it.Jiut if the orgamtation that he has recommended iS to secure aa 
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idea of classification of^ population on the basis of incomeSj then. I for one aTI^ 
m perfect agreement with it. To me it appears that such an enquiry should not. 
be conhiied to one-third of the villages but should be carried out for all of them. 
In view of what I have said above this suggestion may appear a little 
fantastic. But if on one Jiand we narrow down the meaning of our- 
economic enquiry to the finding out of income and expenditure of the 
people and on tlie other if we keep in view that for this purpose it is not 
necessary to study the family budgets of each individual family in India then the- 
suggestion will lose much of its impracticability. To begin with, for each villaf^e 
there are records in existence. From these tptal number of people living in°a- 
villagc could be divided into homogeneous groups and for each homogeneous group 
tlireo representative family budgets prepared. W'bat I mean by homogeneous group 
is, all people either following the same occupation such as agricultural labourers,, 
the village artisans, the weavers, etc. The agriculturist class itself could be- 
divided into a number of homogeneous groups either on the basis of number of 
//ah', or Avells or area under cultivatTon, wdiatever may be convenient in a 
particular locality. As a matter of fact tliese homogeneous groups should not be 
confined to each individual village but should cover a homogeneous region or a- 
group of villages having similar conditions. For dividing a district or a tal-UQ 
into such homogeneous regions it should not be necessary to spend much time- 
and attention because in all the temporarily settled parts of India the Settlement 
Officers have already done this kind of work for us in their Rent Rate Reports. 
Instead of the to/uy suggested by Mr. Vakil, I should strongly recommend the 
adoption of circles devised by the Settlement 0,lficers for the calculation of rent-- 
rates as the basis of our enquiry. It is for these circles that we should have- 
in the beginning an idea of the classes of people living and then for each class - 
we should study, say, about half a dozen specimen family budgets. If we 
narrow down our scope of enquir.y within the limits suggested above then I am 
sure that the suggestion -n’ill have lost much of its fantastic character. I am 
conscious of the fact that even in this narro%v aspect it will take not six months - 
as suggested bv Mr. Vakil but at least twice or three times that period provided 
work is started all over the country simultaneously. 

In this connection I -i^'ould strongl.v recommend the Questionnaires Numbers 
2 and 3. which we in the Allahabad University have been utilising for the- 
study of family budgets. The method of dividing the district of Allahabad into 
three circles may also be noted. So far we have published only one bulletin in- 
this connection, "which I have great pleasure in enclosing for the consideration 
of the Committee. 

Such an enquiry when completed -would be of great help in solving some very 
important problems connected with taxation. From the income side vre could 
kno-\v what classes should come under different kinds of taxes, as well as the 
probable income from each. From the study of expenditure we could find out 
the real incidence of direct and indirect taxatiop on the different classes, and 
then get some particular hints for equalising the burden of taxation. 

(2s. S A- 5.— The existing data are not sufficient to give us any correct idea of 
the incidence of taxation on the different classes. The process that I believe- 
can give that idea is -what I have suggested above. 

Q. id.— -While estimating the assets of a landlord^ in these provinces (Agra and 
Oudh), the settlement officer tabes into account the income from Sayar, i.e., from 
trees, sale of 'forest land or grass, and fruits, etc. From a study of the Settle- 
ment Reports it would appear that the share of Sayar income in the assets would 
come to something like between one and two per cent. And as the Government - 
usually take about 45 per cent in these provinces the share of such income would 
be approximately between 0.5 and 1 per cent. Income^ from nazaranas, penalties 
and other customary dues are not sho-wn in the village papers, and the 
Settlement Officers do nor seem to have included these items in the calculation 
of the assets, and therefore such income does not form any part of the -revenue. 
However, I should like to add, that all such customary dues are now becoming 
rare, especially after the non-co-operation movement. 

0. No. 

Q. IS . — I am not competent to ans-iver this question. 

(p. Of course the element of tax will appear under (c), but I would recom- 
mend the Government adopting a midway policy as between (a) and (6) in- 
general. In the case of particular services, however, where the object of the Gov- 
ernment is to benefit a particular section of the people the Government may sell 
the commodity at a price that would cover the bare return on the capital invested.- 


1 
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Q iK There is none and that because a tax is that in economic parlance 

mhich Cas lo be paid under compulsion 'Sois in none ot these this important 
•clement is present 

Q 15 I have no idea whether the charge for water supplied is adequate or 

not As to the plan to be adopted 1 ieel strongly inclined to support No 15 Ul 
And this becau'ie I look upon irrigation water as an important raw material in 
the agricultural industry As agricuttore is our most important industry, and 
as water is essential ior its economic deielopmcnt, it should be supplied at as 
cheap a rate as possible *• 

Q IS— It would he right under certain circnmstances to take a i>ortion of 
tills increase , while in others it would be unjust Supposing a landowner setis 
his land after its salue has increased owing to the introauction of irrigation, then 
It would be just to take SO per cent of the increased value But if he doe^ 
not sell it and is securing a higher rental then there is no justification for 
charging any money on liie bosis of the increased value and this bcca 'se the 
higher rental would naturally he utilised by the Settlement Officer for tiviug a 
higher revenue But in the provinces and areas such as in the newl> colonised 
parts of the Punjab, where land values have risen Nery rapidl>, and largely be 
cause ot speculation in land, it may be desirable to tax the land values in addi 
tion to land revenue even during the currency of a settlement 

Q IT —T^TiMcy laws in different areas ha\e \ery intimate connections with 
suclt proposals l{ there is an area such as the Agra Province where the majority 
of the cultiaalors are tenants at will or occupancy tenants, whose rents are liable 
to be increased then in such areas any such improvement is sure to lead the 
landlord to increase the rents ot the tenants with the result that the greater 
part of any such increase is not likcW to remain with tbo cultivator for a long 
time While in the provinces like Bombay and Madras, where there arc no hnd 
loids, the chances are that the benefits resulting from any such schemes would 
remain for the remaining term ol the settlement with him 

Q 19 —I for one would not take such taxes into consideration while estimat- 
ing the general incidence of taxation Whenever any such taxes are imposed 
they are tor a definite period of time and for a specific purpose leading to some 
benefit for the oeople concerned Strictly speaking they are more jn the nature 
of a fee than of a tax 

Q ^O—Yes r would make distinction between those taxes which ate ear 
marked and thoie which are levied for the general purposes of the local body 
lu clause 1, I would put such as the toad cess, and m cKuse 2 the general 
cess which is levied up to 10 per cent of the land revenue by the Provincial 
Government in the United Provinces for t)»o general purposes of the Uistrict 
Boards 


() 2/.— Booked at from a slriclly economic point of view. I would cot call 
any charge a tax’if it is voluntary, because from Adam Smith downwards all 
-economists have agreed to define tax as a compulsory couttihukifiu Ku taxex 
therefore sf'ould be considered as voluntary and no contributions that are volun 
tarily paid whether for a specific service or not, should he included in estimating 
the burden on ^the taxpayers ® 

Q 25 — Yes I agree with the statement quoted 

enterlainments and railway tickets is quite legitimate, 
provided third and inter class passengers and those entertainments which provide 
for poorer classes are exempted ^ 


^ 25 —However m estimating the burden due to excise revenue I would 
make no such distinction and that because clas'es that are prohibited hv their 
religions to drink are found making use of all these intoxicants ^ 


<? SS—The of taxation m India may be approached from two distinct 

income between the 

taxatiS, stnbution of the burden of 

reS before < I 

I hav^SeV X 

rng'ft™o,™d™TrcaS.rd Si 

°* **“ aiBment ta„s on the different elLis'ef 
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mt. bT Ct Gilbert Slater m Madras md Dr Harold Maim m the Bombay Presi- 
dency! IS that the number ot occupants who are actoa! farmers incoram 

mav be above exemption limit wotad perhaps be one ih a thowsand So far as 
Se^tlmted Provinces are concerned, 1 can say with more or less definiteness that 
the number of farmers whose income woidd be above the 
not be more than one m 10 000 It would therefore in my 
useless to tax agricullural income m the c«e of actual farmers and this rn^nly 
because we are not likely to get much out of it, but also bemuse if actual farmers 
are exempted then it would encourage better farming However there is a 
kree number of people m Madras and Bombay as also m the Punjab who in the 
Government papers go by the name of occupants and yet who do not actually 
cultivate their farms and are as good landowners as one could hnd m any of 
the zemindan provinces Their incomes should be treated exactly on the same 
lines as the income of the zamindara 

Q 39—1 am afraid I am not prepared to 'accept the estimate given m this 
connection For one thing I haven t seen the data on which the estimate is 
based And I doubt very mnch that even the authors of Wealth and Taxable 
Capacity in India* had the necessary data before them If I were to calculate 
the likelv proceeds from such a tax I should hke to have before me a province 
wise list’ of people with agricoltwral incomes above the exemption limit Not 
only tins f should also have the approximate number belonging to different 
classes of income Now so far as my knowledge of published statistics is con 
cemed this information is not readily available However I don t mean to sav 
that this information doesn't exist 1 know it for a fact that m every district 
in the United pTovinccs a lixl » maintained lu the Colleclox s Office -wbeTeia the 
zarrtindars are graded according to Iheir incomes Probably similar data also 
exist in other psrts of India and if the authors of Wealth and Tixable Capacity 
of India’ have succeeded in securing information scattered ail over the countTV 
then certainly their estimates must be correct However for one of our research 
students we tried hard to secure this information from district officials m the 
United Provinces and the reply that we got was that they had not the time to 
compile the necessary information for us The research scholar should if be 
liked compile the data for himself and the officers would allow him to make use 
of the existing records ” Perhaps the authors were more fortundle than onrseives 
Q ^0— •'ies, I consider that it would be fairer to reduce the limit of ezemp 
tion to one thousand in ca*e of income tar Owing to the prevailing system of 
joint-family in India it is rather difficult to make it as low as subsistence level 
To arrive st a standard family budget is not difficult hut oar social responsibi 
lities are far more inclusive in this country than m Europe In view of th s 
fact I should strongly recommend the maintenance of exemption limit at a 
figure higher than the subsistence level 

Q 4^ —From, my personal experience, I can say, that there are a number of 
people in urban as well as m rural areas who escape taxation, simply because 
(hey keep no accounts It is true that the inltoduction of a centralist and imare 
efficient system of income tax control has done a great deal to retnedy this defect 
but if we could adopt some measures that would compel all people, big or small, 
engaged either in some sort of productive enterprise or in business such as trade' 
monev lending and so foctU, to keep accounts, then the receipt from income tax 
would materially increase Certaiolv it is desirable that people doing business 
should keep accounts in a standard form In what form that has to be decided 
Q 4^— I for one am satisfied with the present arrangements m regard to 
assessment on the previous year s income ' 

Q 4^— Yes 1 would rei^mmend excise on the production of the followine 
cigarette papers, coffee, matches motorcars tobacco, sweets and perfumery 
Q Such graduation w only practicable in the case of those articles which 
have different laneties such as different kinds of wine different kinds of tobacco 
and so on but it is not practicable m flie case of such commodities as salt ' 
T ^ quoted, but as I have pointed out above 

enSrglSciS * nommal rate and would only keep^t as a reserve for 

« ^ tax people whose income 

subsistence or just about it, but as it is aWt 
taxation from iWich tnSe 
that are 
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Q. 5]f . — I would recommend the extension of sale directly by Government at a 
price which includes the expenses of manufacture and the tax. 

_ Q. 55. — Certainly yes. So far I was evading the statement of my idea ou 
this point but now I must. I would strongly recommend that Government should 
make salt a monopoly of the State. 

Q. 57. — The most evident result of the process of sifting is to increase the 
price to the consumer. It is invariably practised to increase the trader’s profit 
and as .such it should be prohibited, but if -the production of salt is made a 
State monopoly and standard quality is put on the market then there would 
be no necessity to take any measures in this direction. 

Q. 5S. — Certainly the sale of salt by weight is preferable. 

Q. 59.~If, as I have recommended, salt is to become a State monopoly, 
then certainly it will be desirable ^to have a Government agency for its sale. 

Q. 61. — I am not a believer in morality being enforced by something external 
to man. Both Muslim and Hindu religions denounce drinking and the use 
of intoxicants and yet people do drink and use intoxicants. When I say this, 

I do not mean that the State or the public should do nothing to lessen the use 
of intoxicants by the people. But what I mean to emphasise is that instead 
of using compulsion such as prohibition to eliminate the drink habit, I would 
prefer persuasive methods. The only result of compulsion wherever adopted 
seems to have been to drive the drug habit underground. Arguing on these 
lines therefore, I would support a moderatel.v high exqjse duty. I am not in 
favour of any of the proposals made by Dr. Matthai or ny the Bombay Excise 
Committee. 

Q. 63. — I accept the general implication of all the quotations in this connec- 
tion but 1 wish to lay a special emphasis on No. 1 and this because I believe 
that the drug habit can only be reduced by moral persuasion combined with 
economic pressure. , 

Q. Regarded as a pure measure of taxation the policy followed in the 
United Provinces seems to have gone in advance of that which I would recom- 
mend. Looked at from a purely revenue point of view our excise duties seem 
to have reached that point where we may look upon them as effective from 
the moral point of view. Very recently it was given out by_ the Government 
that the excise duty is so high that the excise revenue is diminishing. _ Now if 
diminution has taken place owing to the curtailment of the drug habit as the 
public think it has, then it is something to be welcomed. But if it has led 
to illicit production on a large scale as it is alleged by the Government that it 
has, then certainly we have overshot the mark. Our excise duties should be 
such as would discourage consumption but they should not be so high as to lead 
to illicit production on a large scale. If they are of the latter variety it means 
a double loss. The State loses in revenue and the public do not gain in moral 
uplift. In my province, therefore, the question is of facts. 

Q. 66. — To me it seems that the fall in excise revenue is due to (i) pressure 
exercised by the non-co-operation movement and (ii) the effectiveness of high 
excise duties. 

Q. 67. — I believe in uniformity of taxation in the case of those commodities 
which are imported and also produced at home and I therefore would .ad^'ocate 
a uniform rate on things produced in India as well as imported from abroad. 

- Q. 68.— 1^0. 

Q. 70. — In the United Provinces the tari thihedar pays from eight annas to 
two rupees per tree to the o^vner of the tree. In addition to_ that he pays the 
taxes to the Government. Erom what I have seen I am inclined to thinn that 
there is margin for further taxation. 

<3* 71. — ^Yes. Thei’e are sufficient reasons for variet;/ of rates. Ganja and 
oharas have greater value for the same weight and at the same time their 
offectiveness as intoxicants is far greater than that of bhang. 

Qs. 72 and 73. — Yes. 

Q. 7.^.— Certainly, the decrease in the number of licenses has resulted in a 
great increase in the value of those that remain. To me it appears perfectly 
natural. 

Q. 78. — ^If a revenue tariff covers all imports the natural result as pointed 
out by Prof. Hamilton, is, that it falls rather heavily on the middle class 
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-people I would, therefore, advocate that the tar^ imposed for 
be ?oDfined as far as possible to those articles which are consumed hy the upper 
-classes This doesn t mean that the commodities largely consumed by the middle 
classes should be perfectly free hat that they should be taxed at a lower rate 
Q yp_Tbe practice of going to the Law Courts especially the Revenue 
Courts is not certainly an index of the ability to pay of the litigant and a^ such 
the court fees and stamps m the Reienne Courts should be so limited as just 
to pay for the cost of the courts rroni mj experience, in the rural aieas 1 Imd 
people carrying on litigation from money borrowed at high rates of interest 
We should therefore, do everything \tossih\ei (i) to decrease litigation and (u) 
to reduce the expenses of litigation as far as possible I am conscious of that 
arcument which is advanced so often that if you dimmish the expenses of 
litleation yon encourage it, and there is no denying that there is a tendencj 
set°up m this direction but certainly raising ot court fees and stamp duties 
does not seem to be effective m this connection The remedy lies elsewhere 
{ e the simplification of Ians of tenancy and contract. But as the chief function 
<•! the State is the maintenance of law and order it doesn t seem to he right 
for the State even to utilise the agencies that it maintains for discharging its 
primary fcnctions as sources of taxation I would therefore say that it isn t 
legitimate to arrange our stamps and court fees according to the ability to pay 
Q 30 —Statement ot Hobson is perfectly correct, but it needs a little quali 
fication and that is by having stamp duties on deeds of disposal or transfer 
of propet*it» if they are not very high the State does a specific service which 
gives validity to the transaction Fees tend to develop into taxes 
Q 92 — The element of taxation is present in the court fees 

Q yj— Here I think the State ifiay legitimately bring in the element ot 

ability to pay and adopt x progressive scale for registration 

Q $5 —In a country like India there isn’t much scope for an entertainment 
tax outside a few big cities and therefore I would leave this source of income 
to the discretion of local bodies 

Q 90 —A tax may be defined as a compulsory contribution from an individual 
not in lieu of any specific service done to him but for the general maintenance 
of the State A rent may be defined as that which is paid by the users of some 
natural factors of production $i ch as land to the owner of that factor The 
economic considerations m deciding whether land revenue is a tax or a rent 
does not applv equally to all parts of India Proceeding on purely economic 
lines land revenue in the ryotwan areas can to a certain extent be classed as 
rent It s a different matter that the owner of the land t e , State prefers 
not to take the whole of the economic rent However, in the samindart pro 

Vinces land revenue from a purely economic classification point of view can 

neither be classed as rent nor as (ax It isn t rent because it is levied irrespec 
tive of the actual income of the landlord In a country like England where 
landed incomes arc taxed exactly on the same lines as incomes from other 
sources, if a landlord decides to keep all hia land fallow during a particular year 
and therefore has ,jo income from it for that year, he has to pay no tax While 
m India whether the landlord has income or not, Uie landlord is bound to 
pay the revenue assessed on Lis land This is some’hmg which distinpuishes 
laud revema from a tax It M as Baden Powall has pomted out scmelhiiiE 
by itselt II, however, we must label it either as tent or as tax, then i1 has 
more m common with a tax than with rent ' 

P 97 It may be affected in the rvotwan provinces but it is not 
certainly affected m the xaraindan provinces The causes that influence the 
prosperity of the cu tivator are so many that it isn’t possible to give an idea 
m a brief sketch like tins but certainly land tax m the zamindln provinces 
very remotely effects it For a study of the causes that influence the prosperity 
of the cultivator, I upuld strongly recommend the peiusal of my paper on 
India s Economic Problems recently published in the Bengalee • ^ ^ ^ 

Q 9S —I concur with 1 but I do not concur with 2 3 and 4 

question as it is not clear Ineoualitv in' 

E^“2 OIM not ‘‘’"S “'1 pnee level, c.nLly 

~ i ULM IS not the subsistence level It is not imomptifaKlo fny » 

'hS'er” Sr'lt” i^e exceeds the taxable ininimam 

iZld ”1 xammdars Certainly ,t 

■mould lead to the breaking up of jiinl families, and as a result it nould 



tend to induce fracoionisation of holdings; but I don’t think that it will go a. 
very long way in this direction. ® 

approve of a tax on mutations because I think that it -will 
not be effective in checking fractionisation. The phenomenon of fractionisation 
or what is known in economic circles as sub-division of holdings is due to our 
laws of inheritance, and mutations are merely the outward indices of the. real 
disease. In order to check this tendency we have either to change the laws- 
of inheritance, wliich is an uphill task, or we have to modify our tenancy laws- 
on the lines suggested by the United Provinces Government in the Bill on 
Agra lenancy under consideration. 

Q. lOS.—Yes. 

Q. lOo. I would leave the taxation of the agricultural lands within municipal 
limits to the local authorities. 

Q. 10^. I would adopt N^o. 2 and that because this seems to be the only 
method by which comparative estimate can easily be made. 

Q. 106 . — I agree. 

Q. 107 . — The local bodies .should be given further powers of taxation. 
They, especially the municipal boards, be given the power to tax the increase- 
in the land values. 

Q. IOS. — From a purelj' economic point of view the levy of octroi ds ccitainly 
unsatisfactory and I quite agree with what Arniitage Smith says in the passage 
quoted ill Q. 109’; and as such out of these three taxes, I would recommend its dis- 
continuance. But after taking into consideration the financial position oi the- 
majority of the municipal boards in India and my failure to suggest sonie- 
sviitable and effective substitute, I do not feel justified in recommending its 
discontinuance. In big cities like Calcutta and Bombay where owing to the- 
high prevailing rents, the house-tax succeeds in bringing substantial funds to 
the municipal exchequer, it is comparatively easy to dispense with octroi, but 
in moffassil municipalities where octroi brings in substantial revenue and where- 
house-tax is not comparatively important it is difficult to do without octroi. 

I know of some municipalities in the United Provinces which for a time abolished' 
octroi ; but when they found that they could not make the two ends meet, they 
had to reimpose it. It is one of those necessary evils with which an undeveloped 
country has to put up with. 

Q. 112 . — It is right that the house and the land tax and the land cess should 
be levied in whole from the owner. The owner of the agricultural land is not able- 
immediately to shift the land cess on to the occupier but even he, in the long- 
run, shifts it on to the occupier, while the owner of a house or a laud, withm 
the municipal limits does shift the tax almost immediately on to the occupier. 

It is also easier to collect from the oAvner than from the occupier. * 

Q. 113 . — So far as the limitation on the power of the District Boards to 
impose a land cess is concerned, it is A'ery desirable. If the District Boards 
were giA-’en an unlimited poAver, the danger is that the bm-den of taxation on 
the landlord may become e.xcessive. It is to safeguard against thip that it 
is essential that a limit should be fixed. However, as lands and buildings in 
municipal areas are not exposed to taxation by tAVO authorities, there seems to- 
be no justification for imposing any limit there. 

Q. 117 . — Before I ansAver this question, I may be permitted to point out that" 
the theorv that prevails in certain quarters, that towns and cities are something 
independent of the surrounding rural regions, and that the surrounding rural 
region does not in any way benefit from the presence of the toAvn or the city 
appears to me to be entirely Avrong.’ It is on the basis of this theory that 
people consider it unreasonable on the part of the Central Government to give 
subsidy or grants in aid to the municipal administrations. If the theory w^ere- 
correct, then the principle on AA-hich the Central Government should advance 
funds in aid of municipal finance Avould have been a simple one. There I should 
have expected the Central Government giving only so much as Ai-as necessary 
t-j spend on national or onerous services. But I do not believe in the principle- 
initiated above. To me, the city or the town in the centre of its surrounding 
rural region occupies very much the same place as head and heart do in the- 
human body. I Avould therefore freely accept the legitimacy of general govern- 
mental funds making unconditional contributions in aid of local finances. Hoav- 
eVer, I Avould modify this principle to a certain extent and that to ensure- 
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economy and local cfloil to tonds The particnUt lotm that ray modifi- 
cation would take in practice would pcrhapa be the same as « '" ‘S 

Umted Provinces for giving nid to private schools and colleges If they provide 
Es 100 the Got eminent is also -willing to giant them aid lip to an equal amount. 


0 118— The stimulus referred to in the question does not seem to exist to 
- a.Kiiw ,T, ilkA rnral areas hut the CIVIC consciousness oi tde 


neonirm Hie cities has very mach uuneased of late years and chances are what 
ft will continue to increase However as things are at present, some watch ul 
ness on the part of the Central Government to see that efficiency is maintained 
IS essential But this watchfulness should, as far as possihle, avoid its evpres 
sion in that particular form which depresses initiative, and should express 
Itself m that persuasive manner which encourages initiative and creates an 
tne mind of those m whose interest it is exercised that the 


impression 

exercising authoritj is solicitous of their well being 


, lax on hotels and that bv 

the local authority in wifose ]unsdiclion 

Q 121) — I am inclined to support strongly proposal of J C Jack for the 


0 115— Out of these only I will recommend a tax on 1 
le local authority in wKose ]unsdiclion the hotel is situated 


universal income tax What particular form it should take is ^ question of 
details which will have to he discussed later on If Jack’s suggestion is adopted 
it will naturally eiuhrace Prof K T Shah’s suggestion of having an income tax 
on agricultural incomes I am also inclined to support strongly Prof Shah’s 
suggestions to have succession duty as well as tobacco monimolj His suggestion 
to have registration, fee on marriages is alio very good It is likely to secure 
a substantial income to the exchequer and at the same time to secure legal 
recognition of the fact for the parties concerned As things are at present, no 
teliaLle records exist to prove whether a certain man was married to a certain 
woman or not The other taxes mentioned by Prof Shah are such as are 
being utilized bv local authorities The sugge'tion of a member of the Indian 
Economic Association to have a tax on dowries vs not likely to yield much 
and is sure to increase dishonest practices The sugcestions of Prof, 
Rangaswami Ivengar have been already covered by Prof Shah's suireestions 
ilr Vakil s suggestions are t^uite reasonable The sauie cannot be said, how 
ever, of the suggestion of 8ir Ganga Ram He would ebohsh land revenue 
and rcpla'-e by produce tax of 1/6 of the value of eaHi and every produce of 
the land If the avarsament of land tevenne means so much worit for ♦he 
Settlement Officer and his stall and that when it is assessed not every year but 
every thirty years, then the estimation of the produce of the land every vear, 
as contemplated by the suggestion o! Sir Ganga Earn would really mean an 
enormous amount of work If for nothing, then for this, I would rule out his 
suggestion as impracticable Perhaps he himself realises this and that is why 
he has added that “ Thii tax I would charge on all such produce brought to 
the railw,iv station, whether it is for the provincial consumption, for transfer 
from one province to another or for export to other countries, exempting only 
a certain local radius nilended to cover home consumption ” If this suggestion 
of his IS adopted to give eflect to Ins proposal, then two things are likely to 
liapnen (i) the State will not be able to secure 1/6 of all the produce whereas 
now State la able to gel some percentage of the total yield from the land in 
every year (ii) that part of the produce which will be seeking export from 
province to province or from India to other countries will be subjected to a com 
paratively high tax and thus discourage industry and trade In some cases where 
things may be re exported, double or treble taxation may lake place The local 
i'® Ik ^ devices for evading this tax, and thus increase- 

dishonesty While the proposal to commute land revenue is perfectly imuiacti 
cable for want of the necessary funds ^ j r 


» necessary funds 
.. <? 131— J am m entire agreement with the passage quoted above 

Q /f’— I would stroimly recommend the taking up of tobacco as a Govern 
ment monopoly Its pro^ction should be allowed on the same Imev as the 

“"’■.S' >raporls Ltause “e 

uavent found it difficult to do so in the case of opium 


K vvould graduate the succession duties accordinL? to the amount m- 

berited for each individual heir 1 have discussed this point in mv SSS revh 
'lefore the Economic Conference at Benares ^ ^ P^pei reio' 


Q 135—1 agree with the propoxituma initvaUd heie 
<? Ul —I consider this appropriate in the case of India 
<2 142 — I accept the proposal 



(Icscrihcd iti (ho pfis';ngo is certainly magnified in the 
'C'nf^o of JiKiia imn that hpcnusc of the joiiif-futiiiK* svstcni, 

Q. ///I— In (ho cam of movable property, it would certainly be difficult to 
cnlorco succession duly. People will certainly try to evade it, and the detection 

diffirull in the ease of joint-families, but all these 
rill tcuUies ran be got rid of, if the succession duty is not levied on what is 
.-■alied cliatlel properly. 


Ay/ Ibvisum of the Proceed.s. f’ho question of the division of the 
proceeds n ay be approaclicd from two distinct points of view (i) to give the 
( eiilra! and the Provincial (governments _ definite and di.stinct sources of revenue 
to earrv out tlieir re.sponsiliiliiies in their respective spheres of influence. TJiat 
It IS .liglily desirable to earmark certain sources of revenue ’to each of them 
needs no icngtliy elaboration on my port as llie principle has already boon very 
well rceo:jii:ed in tlic ^Montague-Clielmsford Sclieme of Heforms. Secondly, 
.after li.aving assigned sources of the revenue in tin's way, the question may bo 
approached from the point of view of convenience of collection. So far as No. 1 
i.s concerned. I strongly believe (hat, as far a.s possilde, wo in India shou/d aim 
at giving .separate and distinct items of taxation to the various Governments. 
So far as _No. 2 is eoucerned, that to me i.s a question of administrative conveni- 
ence and it is hero that I will make use of the princii^les recommended in the 
passages quoted in this connection. 


— There is no danger of the contingency mentioned in this question 
arising in India and that becaiuse tinder the present nrrnfigonient. Central Govern- 
ment have incomc-ta.\, and other cxpansililc tn.xcs besides customs revenue. 
For further discussion of lliis subject I would refer the Committee to my paper 
re.ad before Ibe Fconomic Conference. 


1^9 tf- J.’iO . — I do not know any province in India wbicli is mainly commer- 
cial. Of cour.se Bengal and Bombay could derive snbst.'tntial income from jute 
and cotton industries ns well as from commerce if income-tax were not a 
central source of revenue, and perhaps ns compared to other provinces they 
arc at n little disadvantage. While thet' have the responsibilities arising out of 
the presence of these two factors they do not get an adequate income from them. 
In view of this fact it may be decided to modify the principle of clearcut in this 
•case, and n certain percentage of the income from the taxation of industrial in- 
-comes in these provinces may be given to them. 


Q. Ifil . — I have discussed this question in my paper. 

Q. 152. — I accept the above reasoning. 

Q. 153. — Yes, tliere is a case for allotting them to, the provinces concerned. 

Q. 15},. — This question also I have discussed in the paper. ^ 

Q. iJ.5.— This question I have already discussed above. 

Q. 15G. — I accept your reasoning. 

Qs. 157 tfc All these questions are discussed in my paper. 

Q. 150. — I agree. 

Q. IGl — Yes, limit should be imposed by law. These hints I have already 
.given. 

Q. 1G3. — I advocate public enterprise in such cases. Under_ ordinary circun^ 
-stances such enterprises should be run on the principle of maximum benefit and 
not on the principle of maximum monopoly net revenue. But when_ the needs 
of the public demand a higher income the element of taxation may be introduced. 
Both Dr. Mar-shall and Prof. Pigou advocate a similar treatment of such services. 

Q. IG^.—fifo. 

O. 1G5. — ^Yes, I approve of the application of the principle of monopoly iif' the 
•case of the following commodities in India : tobacco, explosives, salt, alcohol and 
other drugs, and quinine. 

Q. IGS.—li the production of tobacco is made a State monopoly, its production 
will have to be carried on, on very much the same lines as the production of 
poppy and here the agency of - the land revenue staff will have to be 
utilised. I think that, this perhaps is the only taxation the adminis- 
-tration of which could be entrusted to them with advantage. _ As “iings 
are at present, I do not think that the revenue staff is _ excessive, ihere 
ds so much of litigation that they have hardly any time to give their attention 
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to the development sidfi of rural ftreas bxen supposing that tlieir judicial ^ork 
were either diminished or cemplctely taken away from them, then they cmilcl. 
very well and should give their time to the encouragement of co opetation san.- 
tatmn Ld other of agricultnraf development, whicli hardlj receive any 

attention from them no\s 

Thoughts on Indian Finance 

fl Paver read bu Mr iZ?/intnoror before the Economic Conference at Benares, 

' 1925 ) 

The termination of the Great War and the introduction of the Montagu 
Chelmsford Iteforms, ha\e both in tlieir own way left some mark on the 
finances of India The ’War m its cumuUtue effects has succeeded in lumng 
all around us a desire for more funds Ihe Militor\ budget i\hich in its 
untrimmed condition used to stand soniewhero about thirty crores in the years 
immediately before the war, non, they say, is impossiUo to bring down below 
sixty crores, and that too after all the cuts applied by the Inchtapo axe 
The great inflation of currencies m Europe and to a certain extent m India 
aho, raised the lc%el of prices, and thus on the one hand reduced the \aIuo 
oi money receiNcd m tnxalion bx the Government, and on the other led 
the various Scrxices under tho Crown to ask for more on the bssts of btghct 
prices, both , leading lo a strong demand for more tixition The Montagu 
Chelmsford Reforms, by separating the Provincial finances from the Central 
finance of the Government of India succeeded m bringing about a further 
reduction in tho rcsooTces of tho Indnn Goxetnincnt To make gxd tins 
deficit they introduced tho system of Piovincial Contributions, and that n 
its turn has brought about stringency in the various Provinces and that at 
a time when the Reforms havo phc«d the Development Depnrtmcn,s under 
Ministers responsible to the popular Legislatures IShatever may be tho opinion 
of political hadcis, to me it seems that much of the nnpopularitv of tho 
Reforms may be attributed to tho lack of funds at tho disposal of tho Ministers, 
who with all tho good intentions could do very liltlo to improve tho condition 
of the people If Dyarchy has faded, much of its failure is due to this initial 
mistake To me tiiereforo tho problem of Indian finance presents a twofold 
aspect First, how to secure increased funds lor tho Central Government 
to meet the expenditure on subjecta preeminently Centrnl such as tlio Army, 
the Navy, tlio Air Force, the Posts and Telegraphs, etc The same ts true 
m greater measure of tho Provinces, where not only mere fords are needed 
for the present, but also from the nature of tho subjects assigned lo them, they 
would continuously need more and more Secondly, how to bring about a 
division of sources of income and cxpcndiluro between the Central and tho 
Provincial Governments, so that eacli may have its legitimate sphere of 
inflnenco, and yet bo perfectly independent of the other The division as it 
is at present puts practically all the services such as Education, Sanitation and 
Tndustnaf j7ove/opmenf that need expansion and further devefopnicnf, and on 
which, as the country becomes more and more organised, tho chances are that 
more and more expendituto will ho needed, under the Provinces, while it 
assigns almost all the souices of income which have been yielding jirogressive 
income, such as Customs, and income from Railways, Posts and Telegraphs 
to the Central Goveinmeot And these aro pre cminontly the souices from 
•which incomes is likely to increase with every increase of material civilization 
in this country The only sontce of income under the existing arnngements 
which IS progressive and expandable, and from which Provinces get iji share 
is the Income tax But it is almost an insignificant source as the Central 
Government has only permitted the Provincial Governments to retain a share 
in the growth of the income lax, •when this growth is duo solely to an increase 
lu the amtnnt of .ncome asi>e,sed, and 13 not due lo my increase m the rate 
of the tax This is arranged hv giving to flic Provinces threo pies on evch 
TOpeo of income assessed minus whatever this amounted to in the years 1920—21 
less also one fourth of the costs of collection Even as it is tho atranuement 
15 hut a temporary one ecineuu 

Wa miv tfEm COT. with tho second piohicm At ptcscnl tho chie! soorccs of 
mconio ot the Central OoTernmenS m (1) Cusioma, ® Income tap, (3) Ball Eeve 
nne, (4) Opram (5) Profits of Bailvrny!, and (6) Income from Posts nnd Teiemaphs 
Opium and salt escenlcd all other haeds of Eevenue show a fairly sSllamed 
tendency to increasedl As a matter of tact, revenue from salt is such a 

^ IVtde Table A. 
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atid <lo]:)eiulal<la a-.set of flio Imperial Government that a slieht 
increase in It siu-ecodH in bringing n largo income to the Coiitral Exchequer. 
Jn It llio Government of India have a source of income wonderfully suited 
to rncot emergency e.'rpondilure. While in sources of income such as Income- 
tax, the t/Ustoms, and Uailways they have .sources that have been e.xpansive 
and are expandable. True, if India adopts a rigid policy of /i/jrxtive Protection 
(lie income from (mstom.s is likely to decrease after some time and not increase 
as some enthusiastic vvriter.s seem to suggest, f.c., when the policy of Protec- 
tion will have made itself felt, and .siiccoods in dovoloiiing home industries. 
Put wiien income from Cn.stoms begins to fall, the chancc.s are that the taxable 
cajiaeity of tlie classe.s that contribute to tlie Incorne-tn.v will -have increased 
and (be receipts from Ilailways, and Posts and Telegraphs are .sure to increase 
ai.so niul thus rnalce amends for any dcailine under Customs. From this brief 
.study it .should be clear (hat tlie Government of India have sources of income 
which have in tliem all (ho neces.snrj* ntlributc.s to meet all iiossihlc calls on 
them, under their various responsibilities. 

I wi.sli wo could .say (lie .same of the allocation of sources of income and 
of expenditure in the case of Provinces. Tlie chief sources of revenue of the 
Ihovimes ac pre.sent, are (IJ Land Peveniic, which at least .in Bengal, Bihar 
and Orissa, and part of tlio United Provinces of Agra and Ondh is rigidly fixed, . 
and in ot!ier.s is capable of inorc.a.sing only aficr long periods / of thirty to 

forty years. It is true tiiat income from this source, as evident from the’ 

figures under tlii.s lieadl, is secure and sni/slantinl. It is also e.xpansive, 

and chances arc tlint as progrc.ss in agricnltnro proceeds, income from this 
.source will also increase. But as yet nothing serious has been done to make 
agriculture j/rogrcs.sivc, and we do not see any sign.s of rapid development in 
(lie near future. On the other hand, 'nil students of rural economy will agree 
with mo that it needs largo initial funds to put it on a progressive basis. 

As it is, it may l»c looked upon as a .source of progressive o.xpencliturc rather 
than of e.xpansive income. And even when it hocoines e.xpansive in character, 
from its very nature, it will never be o.xpandable at short notice. (2) E.xcise : 
Income from this .source lias been 2>i'og>’tis.sivc but if the popular Mini.sters are 
to keep the confidence of the public, and if they seriously set out to di.scoi'raging 
consumption of drugs, then at least that part of this .source which is derived 
from tlio licensing of liquor shops is bound to fall much below its i^resent 
level, if not to disapj/e.ir cornpleleh*, in conr.se of lime. But the income from 
that part which is levied on home production of things like cotton cloth, and 
• other commodities surely gives to the Provinces an item that lias in it the 
merit of expansiveness' as well as ex'pandability as the Provinces progress 
towards greater and greater efficiency in production. But ns it is, there is not 
much chance of it.s being utilised W the increasing needs of the immediate 
future of such development services ns wider facilities for Education, Sanitation, 
Boad-biiilding and tiic like. (3) Stamps, both Judicial and General. Here 

again, are sources of income with the Provinces which have been somewhat 

jirogressive in the past. But certainly that part of this incorhe which is derived 
frori Judicial staiujis, though under the existing conditions of enormous .litigation 
between the tenants and the zainindars on one hand and between co-sharers 
and thqir creditors on the other, is substantial, is not likely to remain so, 

(at least efforts should be made to decrease it) when changes in tenancy laws, 
as well as the pressure of imblic opinion will have improved ' the relations 
betv, cen the landed interests, and when further develoiunent of Co-operative 
Credit will have reduced the indebtedness of the landed classes to the age- 
old Muhajan of the village. This does not mean that the income frorri this 
source taken as a whole is likely to diminish. If there is a decrease in the 
income from Judicial stumps it is not likely to take place in the near future, 
and by that time the working of the xmry forces that will tend to bring 

about a diminution in this, a change for the better is bound to come in that 
part of it which is yielded by the general stamps. If people of India become 
progressive enough to diminish litigation, and to reduce their debts then 
they are sure to take to industrial development, and to greater share in com- 
merce and trade ; and both these would bring about an appreciable increase 
in the use of General Stamps. (4) Irrigation : This is a source of income 
very much analogous to Railways with the Imperial Government. Income 
-under this head lias been expansive in the past; but it has in it two inherent 
defects. First, you cannot raise or lower the water rate with the same ease 


i FiVfe Table B'. 




•a^ the raih ay ratM aTv<^ then the increased fstte can ciily he operative after 
SI certain deBmte time, and does not yteU an immediate 

income as an ancrease in the railway lates is snte to do It therefore iac^ 
Ihe very desirable attribute of expandability at a short notice to m®®*' 
immediate call on the Provincial finances (5) .iPnumblr 

income from this would have gone some way to 

4 but this source of income is as yet absent m most of the Piovinces Ajin 
so lone as Feeder Railways running within Provincial teundanes, aie absent 
this source may be loohed upon as a hopeful sign of the future and ni . i 
tangible source of income for the needs of the near future 

From this discussion it should be clear that though in the Prov nces we 
have me or two sources like Exciso, General Stamps and Irngatiou, which 
havb been yielding a progressive income in the past, and which hold a promise 
lavaet income m the future, their contribution to the total Provincial 
revenues is by no means considerable , and Und revenue may be looked “PO” 
as the mainatay of Provincial resources, and it is ceitamlv not enstic 
want of elasticity or what I have called expandability in the items of Pro 
vincial revenue is what comes out most prominently after ^Ihe brief discussion 
-earned on above 


Academically speaking, want of elasticity m the Provincial systems of 
revenue is a serious draw hack, and may sTigB«it the ritftd oi gvnng «*rY3u4 
thought to the re allocation of heads of revenue as between the Central and 
Proiincial Governments But a little discuasio^ of the nature of the functions 
o* the two Governments would show iVat the problem is by no means so 
■urgent as that If there is a Slate and practically all our Indian States and 
the Provincial administrations ore in this category, that u seldom called upon 
to meet unforeseen expenditure on a large scale, then where is the need for 
■such a State to ha\e an expandable source of income like the Salt tax or 
the Custom duties or the Income lax withm »ts schedule of the sources of 
income’ If there is a State which has to deal largely with services that are 
stable in character and that only need slow though steady expansion th“n 

<uch a State should have only such sources of income as are like!} to vield a 

slow but steadily increasing income, of course sufficien« to meet the qnanti 
tative calls on them Certainly the calls on tlie purse of ihe Provincial ex 
chequer are of this type They are substantial but they are not sudden True 
do start with, they need large funds for their schemes of development jn thi» 

Nation Building Departments but no scnous student of finance has so far 

lume forward to suggest that schemes of development iliat need jnve>l(nen‘’ of 
large ■‘unds in them, should be financed out of the current income of a nation 
The p opet method of financing such schemes is by means of loan» and the 
interest ffiis the redemption charges only on tjiese long term loans should he 
}aid out of the current revenue Under the peforms the Provinces ln\e been 
given this i-iluahle right of ’•aismg 'oans oii the sccniity of their revenus 
and some of them Have made use of >t whether for productive or unpro 
ductive purposes is a different matter 


On the whole then, we cannot say much against the distribution of 
sources of income as between the Central aftd the Provincial Governments, 
especnllv if we look at it m relation to the nature of tho functions of the 
two Governments Even when examined m the light of general principles, 
which such authorities as Plehn or Bastable have laid down m this connection, 
the present allocation would justify itself The same howeier, cannot be 
said of the CMsting sjslem of contributia f» from th** P/ovinces to the Central 
Government to cover up their deficit, temporary or peimanent, recurrm" or 
non recurring Tlie Central Government hav^ got th» Income tax, end" the 
Salt tax , both these have ultimalelv to Jm paid by the people m the Pro 
Mnees and both these are such as are capable of yielding larger income with 
an increase in‘ the rate of assessment if them is a deficit, why should the 
Central Goieinment a]iproach the ProviBw fof contxibutioTis. and thus enpnie 
their resonrees and interfere with their even tide of progress in the pre 
arranged schemes , why should ther not locreaae the rate of such taxes as 
mentioned abov'», and thus secure the necessary funds’ Ultimately the funds 
tnme trom the people of the diffennit Provinces whether they arc taken by 
Ihe Provincial nntb'^'rdjes or by the Central aulhonty but if the Central 
au‘bonty does it directly then the chances *re that the incidence of the 
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new Jevy_ would Le more' even than it is likely to be under the existinur 
system of contributions. A direct tax is more likely to make different Prm 
vmces pay according to the ability of the people of individuaL Provinces than- 
an indirect contribution from the Provinces. 

We are now in a position to take up problem number 1. How can we- 
secure larger funds both for the Central and the Provincial Administrations y ' 
Ihere are two possible ways in which this problem may be solved; either (fV 
the rate of the existing taxes may be increased or (n) some new taxes imposed.' 
there is a third, which if rightly carried into effect, may bring about the 
same result as an increase in the rate of existing taxes or the introduction 
of some new taxes, and yet eliminate the disadvantages of either, i.e., the- 
introduction of economy in the existing items of expenditure. To begin with,, 
the last should be the aim of all Governments, and I note with pleasure 
that almost all tJie administrations in India have tried, — I am not prepared 
to say their level best, — to make use of this method of securing larger funds. 
Whether there are yet op23ortunities of making further reductions in the- 
expenses of the Central Government, and the Provincial Governments, is a 
question that can only be answered by people , in close touch with the internal’, 
working of these Governments and tlioir administrative services ; but from 
what littls I know of what has already been achieved there does not .seem- 
to be much further scope in this direction. And even if we could bring 
about further economies in existing items of expenditure the relief- thusi 
afforded is not likely to last for long, as in an undeveloped country like 
India, and fairly on the road to progress, every new day is sure to bring- 
fresh items of expenditure. This is a point which we in India must clearly 
recognise, and be prepared to face in all its bearings. We should, however,' 
make every effort to see that every pie that is taken from the tax-payer is' . 
well spent, and is nob utilised for unnecessary purposes. To me, therefore, the ' 
curtailment of expenditure does not offer itself as a permanent solution of' 
<he stringency of funds in the various Gevernments. 

However, when I make the above statement, I do not mean by any stretch 
of imagination to imply that efforts should be relaxed in this direction or- 
this fruitful source of income should not be utilised. What I wish to press 
for recognition is that under the existing circumstances we should not expect 
to get substantial and more or less lasting relief from this source. If India 
IS to advance, as she must, need for further taxation is inevitable. And the 
problem is whether this further' taxation should take the form of new taxes 
tapping so far untouched sources of income, or should take the form 
of higher rates of the existing taxes. On the face of it there is not much- 
difficulty in choosing between the two. I for one would always prefer a tax 
that is 'likely to fall on incomes so far untaxed, as it is sure to cause less 
opposition. The people who are already paying the existing taxes, are likelv 
to support gladly a scheme of taxation that attempts to make those people- 
pay who had escaped so far from contributing to the needs of the State, rather 
than a scheme that is likely to add to their existing burden. The only 
opposition that is likely to be offered to new taxes may be expected from the- 
clas.se.s that are likely to be touched by them. But if the classes should legi- ' 
timately come vHthin the sphere of taxation, and if they have so far escaped, 
there is no reason why they should continue to be free when the country - 
needs all the funds that we can command for her orderly development. 

This brings me directly to the question — are there any new sources that 
could be tapped by the Central and_ the Provincial Governments— sources that- 
would continue to maintain the strict . separation of finances contemplated by 
the Montagu-Chelmsford Reforms. Let us take the Central Government first. 

We find a suggestion in the Meston Report on Financial Relations, that the- 
Central Government may fax landed incomes beyond a certain figure. T .do 
not object to the taxation of landed incomes as such, hut I would rather 
see them taxed by the Provincial Governments. .Land Re-venue at present is 
entirely a Provincial subject, and any scheme of supertaxation by the Central 
Government, would be tantamount to the introduction of that sharing system 
which is definitely against the letter and spirit of the Reforms. This source - 
of income was also recommended by Professor G. D. Thompson of the Allahabad 
University, in a Paper read before the Conference of Economists, held at 
Allahabad in 1920, but he too contemplates it as a source of income for the- 



Provirces and to me that seems to be its logical place If not tliiS, ^en 
what olhei source could be suggested to the Central Government I plead 
inability to recommend any new sonrco that so far has not been utilised either 
by the Provinces or by the Central Goverpment But I am one with Mr 
Shalianil in recommending that the Central Government should take up 
fiom the Provinces that part, of the income under th** head tixcise, which 11 
derived from the taxation of the production of such home made goods, as 
alcoholic drinks, and other narcotic drugs, making of cigarettes, lea, salt, 
cotton goods, jute goods and the like This would secure unifoimity of excise 
taxation which may not fexist if each Province adopts a different rate It is 
essential that we should have umformity of rate in all the Provinces, for this 
reason alone that when these very commodities are imported from abroad the\ 
are tared at a uniform rate under the Customs to whichever province the\ 
may ultimately go, and this in the words o' Mr Shahani to “preserve I ealthfuf 
and equitably distributed industries*’ by providing as far as possible “the 
same conditions of manufacture in all parts of the country ' And this can only 
be achieved if the Central Government jvere to assume exclusive control over 
the odminutratjon of this form of excise To distinguish this irorn the tax 
that would continue to be levied by the Provinces on the sale of arugs 
we may call this tax on production “Excise”, and the latter a * Licensing Fee” 
or something else to the same effect The same line of argument leads me 
to recommend that General Stamps should become, as originally suggested 
by the Montagu Chelmsford Scheme, a souree of Imperial Revenue 

True the tiansfer of these two from the Province would cause a further 
stringency there, but part of it would be met by the Central Government 
refusing to take the Provincial contributions On the average during the 
five years ending 19191920, the Provinces have been receiving flO 436,892; and 
£2 307,698 respective^, from Excise and General Stamps If these two go 
to the Central Govcmnieat and if the Central Governmeiit giie 
up the Provincial contributions which amount to something like 6 
million pounds, then there will be a deficit of 7 million pounds 
in (he Provinces However, we should note here that the deficit will 
not be so great as that, as the Provinces will continue to get that part of 
the Excise revenue which is now received from the licensing of sale of opium 
liquor and bhang, etc What part this forms of the total excise revenue, 
IS difficult to give m definite figures, as no separate figures aie available 
But we may take it to form at least 1/3 of the total, *e , the teal deficit 
will be of something lik> between 4 and 5 million pounds But the Central 
Clovernment will have secured an independent and balanced budget, so far 
as their present needs are concerned And if at anv time their needs 
increase then they have almost all sources of income that are elastic, and 
therefore capable of increasing to suit the need of the moment 

If the above arrangement is adopted, then the Provinces on the whole will 
have i deficit How should v»e meet it In Schedule 1 to the Stieduled 
Taxes Rules we find eight items which could b® utilised by the Provinces 
■without the previous sanction of the Governor General in Council These are 
(1) A tax on land put to uses other than agricultural (21 A tax on succession 
or on acquisition by survivorship 10 a joint tainily (3) A tax on any form 
of betting or gambling pennitted by law (4) A tax on advertisements (5) A 
‘ any specified luxury (7) A Registration 

, ban duties of which the amount is fixed 

ny ' 3, 5, 7 and 8 are already being utilised 

ny lere is not much scope for no 4 m this 

development The Provinces cou’d, and 
tilise no 2, but with certain reservations 
In the case of larger estates, where each new snccessor is to get a share of the 
total value of, say, rupees fifteen or twenty thousand, the payment of succession 
duty of, say, 10 per cent is not likely to be irksome, and may not lead to 
indebtedness of the future owner, but in the case of those who succeed to 
small estates, and whose share is to be of less value than, say, rupees ten 
thousand, a succession duty is likely to cause senoas disadvantages Then aeam 
in anv scheme of succession duties, tho debts contracted by the prevnous owne^ 
should also be taken into consideration, and deductions made while deciding 

iFttfe his paper on Indian Finance and Reform Scheme; read before 
the Conference of 1920 
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whether a certain estate is liable to be assessed. But with the exception of 
permanently-settled Provinces, and Oudh in the United Provinces, this source 
oi income is not likely to bring in appreciable relief to the Provinces. And 
v/e have to look for other soprces of income for the Provinces. 

Here the first to suggest itself is the scheme of super-taxation on all landed 
incomes beyond, say, rupees five thousand .per year, at a progressive rate. In 
the permanently-settled parts of India the desirability and legitimacy of adopt- 
ing this new taxation is be 3 mnd doubt; and it is here that this tax is likeh' 
to yield considerable income. This does not mean that in other Provinces 
such as the Punjab, the Central Provinces and the Agra Provinces, the tax 
is not likely to be as important as in the permanently-settled parts. Speaking 
for myself, I should adopt a higher rate of taxation of landed incomes, and! 
a lower untaxable minimum in the permanently-settled parts, and that to 
make amends for the blunder of 1793. 

AVe see, therefore, that if the Provinces are given back the money they 
now pay in Provincial contributions, and if they introduce these two new 
taxes, then their jiresent deficits caused by the removal of taxes on home 
production (excise) and the General Stamps to the Central Government would 
disappear. And perhaps the only problem that would then remain for the 
Provinces to solve would be to provide funds for their schemes of develop- 
ment. To a certain extent this may be done by selling by auction large 
areas of nazul lands to the public. This would at once bring a considerable 
quantity of cash to the Provincial exchequer, and diminish the expenditure 
that is now incurred on the maintenance of the nazul staff. 

' But all these arrangements are not likely to solve the Provincial problem 
of providing a continuouslj’’ expansive income. To me it seems that it can 
only be solved if the Provinces adopt a bold programme of development in 
the rural areas, and thus increase the production from land, and bring about 
an increase in the taxable capacity of the people. We are now in a vicious- 
circle : the production of the agricultural industry is low, because our 
methods of production are backward, because the agricultural classes are 
ignorant and poor and cannot afford to make use of improved implements 
and better methods of farming., They are ignorant and poor because the 
industry does not yield enough. This vicious circle has to be broken, and 
to me its weakest link seems to be the ignorance and the lack of funds of 
the cultivator. The .State in the beginning should provide funds for removing 
these, and that can only be done not by raising taxation, but by free borrowing 
on a large scale, and then the application of funds so secured towards the 
development of Co-operative Societies, drainage, and irrigation schemes, experi- 
mental and demonstration farms, education of the people in rural areas, both 
the landlords and the zamindars. and the giving of loans at easy rates to 
the agricultural classes for carrying out development schemes. What is wanted 
is a well thought-out programme of economic reconstruction, -with its stages 
clearly marked out, the part to be played by the Government, the landlord, 
the cultivator, and the educated classes in its accomplishment pro-defined, and 
then the funds necessary to enable each class to function and do its work 
properly unhesitatingly provided. 
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TABLE A 

\ (IiaZRIAL AT FEESENT ) 

(Tn tl ousands of pounda ) 


Tesp 

Opinm 

«alt 

CiuioTn ^ 
1 

Inepmo 

Tft^ 

Eailways ■ 

Posts 

and 

Telpgra 

pll9 

1898 09 . 

3 817 

1 

6 017 

3 201 

1281 

1 

13 076 

1 993 

1S99 00 . 

4 402 

5 850 

3 134 

1 300 

14 650 

"130 

1900 01 » 

5102 

5 967 

3 3^2 

1 3‘>'’ 

lb 941 

2 248 

1901 02 , 

1 4 853 

1 5 939 

3833 

1 1®69 

1 19 258 

2 287 

1902 03 

^ 4 408 

1 6 184 1 

1 3 9-3 

1410 

19 116 

2 204 

1903 04 

1 6 736 

j" 5250 ] 

1 3966 

1215 

20 549 

2 3e‘> 

1904 05 

1 6 022 

53»5 1 

4SC'> ' 

1 270 1 

22 6C9 

2 4-‘>' 

1905 06 . 

5 460 

4S"6 1 

4 848 

1321 ' 

24 594 { 

1 2j)61 

1906-0’ . 1 

5 661 1 

4 363 

4 352 

1424 

26 2-6 ■ 

j 2 704- 

180" OS 

5 245 

8 339 

5 004 

UM 

27 6 5 

' 2 631 

1008^ 

5 8S5 

8 2'6 1 

4 832 

1 653 

26 871 

1 28H 

1009 1 0 

5 535 

8 820 ' 

4 965 

* 1 559 

28 982 

1 2 830 

1910 11 

7 6‘’2 

8176 

6 619 

1 593 

SO 669 

1 2 994 

1911 12 

5 9G1 

8 891 

6 469 

1 1658 

88 637 

1 82 2 

1012 18 

512» 

3 331 

7197 

1 742 

36 -64 

1 8 487 

1913 14 

1625 

3415 

7 5o8 

' loo 

37 639 

1 3S99 

1914 15 

1 572 

3 911 

0 347 

1 2 0-7 

SG 176 

3 597 

lO’S-lS 

1914 

3648 

5 874 

2 090 

S8 *>68 

3-^7 

1916 17 

3160 

4 8‘’6 

8 559 

1 3 773 

42 063 ' 

4175 

i9r 18 

3O'0 

5 409 

11037 

6 508 

4C044 

1 4 61- 

1918 19 

3 289 

4278 

12121 

7 758 

50 944 

5 343 

1919 20 

3 037 

3 833 

14 989 

15 4-2 

52 961 

6137 


0 


A 


0 
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TABLE B. 


(PaOVINCIAL AT PBJiSHNT.) 

(In thouBands of pounds.) 


Land 

Eeve- 

nue. 

Forest. 


Prov- 
incial 
' Bates. 

1 

Eegis- 

tration. 

Irriga- 

tion. 

Stahps. 

Judi- 

cial. 

Hon- 

Judi- 

cial. 

18,306 

1,240 

3,829 

2,615 

■ 294 

2,305 

'2,228 

.967 

17,205 

1,235 

3,860 

2,499 

288 

2,397 

2,270 

992 

17,503 

1,298 

3,907 

2,563 

CO 

2,553 

2,282 

1,058 

18,288 

1,157 

4,077 

2,741 

313 

2,531 

2,290 

1,054 

18,437 

1,298 

4,427 

2,747 

314 

2,765 

2,372 

1,070 

19,234 

1,481 

4,980 

2,825 

.327 

2,907 

2,453 

1,131 

18,954 


5,353 

2,824 

339 

3,067 

2,548 

1,187 

18,862 


5,688 

2,798 

362 

3,007 

2,642 

1,259 

19,832 

1,769 

5,898 

2,281 

380 

3,538 

1 2,680 

1,315 

18,756 

1,733 

6,219 

2,333 

415 

3,486 

2,921 I 

1,547 

19,759 


6,390 

534 

V -431 

3,558 

3,028 

1,537 

21,332 

1,735 

6,538 

539- 

430 

3,660 

3,231 

1,525 

20,878 


7,030 

554 

426 

3,695 

3,425 

1,652 

20,765 

1,952 

7,610 

549 

446 

3,980 

3,352 

1,686 

21,282 

2,153 

8,278 

552 

482 

4,411 

3,487 

i,852 

21,392 


8,894 

180 

519 

4,713 

3,634 

1,979 

21,222 

1,981 

8,857 

39 

485 

4,681 

3,628 

1,712 

22,031 


8,632 

42 

519 

4,779 

3,894 

1,854^ 

22,041 

2,471 

9,216 

31 

541 

5,156 

4,073 

2,047 

21,607 

2,731 

10,162 

29 

528 

5,064 

4,019 

2,032 

21,090 

3,121 

11,558 

28 

573 

5,347 

4,180 

2,301 

21,610 

3,578 

12,840 

36 

724 

5,853 

4,646 

5,304 ' 
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Hr. Bhatnagar gav evidence as lollows 

The Preaxdent Q —You are litctarer m Economicfl at the JJmTcrsity of 
Allahabad f i 


A~Ya 

Q— you say tJiat we must have a classification of population on the basis 
of incomes and you say that the enquiry >00 contemplate will ta^e not eir 
months but at least twice or three times that period Do think >* le 

possible for us to make an enquiry of that sort within the period of one year, the 
period allotted to us^ 

A —You could have a rough estimate provided you Jiave a sufficiently large- 
staff working simultaneously all oyer the country * 

And don't you think it is possible to gel any general indications with* 
out an elaborate enquiry — general indicatioos as to the extent to which different 
classes are affected by different taxes, 1 e , each indications as the person res 
ponsible for the finances will generally loojc for when considering bis budget’ 

A — ^Personally I ilunk he must have some idea of the expenditnro of the 
different classes and the items that enter into that expenditure 

Q — .yjhal does the Chancellor of the Exchequer proceed upon when he 
makes changes in his budget’ 

A —He will have some estimate of coarse 

Q — ^Do you think he has any actual figores or general indications of the 
pressure of taxation on particular classes’ 

A —So far as income tax is concerned, I could say that ho will have some 
idea as to how far it affects different classes 

Cannot you say fairly clearly iq India which classes pay particular 

taxes’ 

A —About income tax we could say 

< 2 — About land revenue’ 


A — Tes, if you consider U as a tax 

Q — easterns is more difficult , bnl etiU you can know the items which fall 
upon all classes of the population’ 

A— Yes 

Q — So you can decide the taxes which tho poor classes pay’ 

A — ^Yes, to some extent For instance, salt Practically all people pay 

Q — Could you not say straight away whicE classes pay least tax’ For in 
stance, we are (cld that the class which escapes consist of the village trader the 
maAajan and so on ’ 


A — Even they roust be paying something in s«U 
Q —Yes , they pay nothing more than the poorest classes 


A —Whereas the small agricullnnst pays something If you count the 
land revtsnuo he pays more 


Q — ^Don t you think it is possible to amve at 
Bideration of the stages I have indicated’ 


gnie’‘al indications by a con- 


A — It 15 possible , but the question 
would be of any help to the Comimltee 


■ whether those general indications 


•-ta 1 irM°prSd “ 'iquiT y<m nrajt hiy, son. re»I basis r» 
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cien?"'” think that the family budgets hitherto collected are 


suflo.- 


• tt'^v till now only two or three sets of such .budgets have been collected 
m the United Provinces and about four oi^ five in the Bombay Presidency. 

, were a good many of them collected during the last census all over 

tile country. In i^mbay for instance, we have family budgets of 6,000 families 
collected by non-om'cial agency. 


A. But I fear they have not proceeded on the classification of population 
on the basis of incomes. 

iStr Percy Thompson. Q . — Do you know any country in the world which has 
undertaken an economic enquiry of that kind? 

A . — I do not know. 

— Still they have their systems of taxation. 

— The conditions in India are quite different. In the ■western countries — 
when I say this I have England especially in my mind — the classes are very 
"well marked and you can have a general idea about them; because most of 
:them are either employed in industries or owners of land with definite incomes. 


Q. — Can that be applied to Italy? 

A. — I do not know much about Italy. But from the reports I have seen 
from that country, I can say that the data are available in larger quantity in 
Italu than in India. 

Q - — ^With regard to income-tax (Q. 33) you compare the rates in India with 
the rates given in Annexure E of the Questionnaire. ' Between what limits of 
income in India would you suggest the rate of tax should be lower? When you 
get up to £1,000 the rate of income-tax in India is very considerably lower than 
•either in England or Austria or France. 

A. — I was thinking of the lower incomes. For instance, it is 2’ 6 in India, 
while in England it is 1'2, in Austria 2’ 2 and so on. ^ 

Q. — But 1‘2 refers to an income of £150. When you get up to £300, it is 
6-8. It is rising very rapidly from 1-2 to 6' 8 and it soon catches up the 
2' 6 in India. 

A. — Of course I say that for higher incomes we pay less but for small in- 
• comes we pay much higher. 

Q. — ^Your income-tax is on the whole not by any means higher than that in 
•any other country. 

A. — That is true for higher incomes. 

Q. — ^Even for the' lower incomes, you will see that the British income-tax 
has caught up the Indian tax of 2' 6 somewhere about £200 a year. For an 
income between 150 and 300 in England the rate is gradually rising from 1'2 to 
'6 '8. But in India between 135 and 300 it is only 2 ’6. 

A . — ^But if we confine ourselves to the lowest limit we pay more. 

* 

Q . — ^Do you think' that 2" 6 is an unreasonably high rate of income-tax for 
incomes between Rs. 2,000 and Rs. 2,500? 

A. — That is a different question. The, point that I wish to bring out is that 
in a comparatively richer country like England, they are required to pay a much 
lower tax on lower incomes. e 

Q, — The subsistence level is lower in India than in England and therefore, 
an income of Rs. 2,000 in India has a larger surplus value for taxation than a 
corresponding income in England. 

4.— I do not quite think so. My idea h that a man getting Rs. 2,000 in 
India has far greater responsibilities than one getting the same amount in 
■England. 

Q . — ^Wliat are the responsibilities? 
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4 — ^There are marriages, relations have to be 
o'? m this country lie has to support a number 
<.ustom here 


supported tf a man is 'well 
ot dependants That is the 


Q — It IS an extremely bad enstom 
4 — It may be , but it is there 

Q— But IS it proper to make a concession for a bad custom"' 

A —We have to make allowances for the existing circumstances, however 
"bad they may be 


Q —In answer to Q 35 vou say it is desiiable to make a differentiatmn in 
faionr of earned mcomes Everybody v.\U agree with that But the only 
question is whether m India the amount of unearned income, as yon 

exclude incomes from agriculture, is sufficiently large to have a diuerentiai rate 

A —When I bad ivritten that answer, I had also m my mmd incomes from 
agriculture 


Q— Assuming that the present law exempting agricultural incomes remains, 
do you think it is really worth while to adopt that suggestion’ 

A —It will be worth while if you tax agricultural incomes 


<2— You aUo propose to make a differentiation m favour of incomes from 
•capital invested in productive enterprises That is to ?ay you would tax the 
man who made money by his own exertions higher than the man who invested 
money in shares’ ' 


A —What I mean is this suppose there is a man who invested a certain 
emount of money in industries and there u another man who invested money 
]R agricultural land Then I would tax incomes from ag/icuHural land st a 
higher rale sad the incomes from industries at a lower rate Because India 
-needs industrial development and we should encourage the development of in 
dustries 


Tfte Hon tie Sflrtlar Jogtndra Smgh But have you considered that 
agriculture is the biggest industry of the coanlry’ 

<4 —But what 15 the amount invested’ 


i?tr Percy Thompson Q —With regard to Q 36, do I understand that you 
would make an allowance for dependants other than wife and children’ 


A — I would, but I would leave it to the man who claims the allowance to 
•prove it 

Q — But why should you make an allowance’ 


A —There again there 15 the question of custom "We have sometimes grand 
mothers and other distant relations depending on us 

Q — Would you make an allowance for able bodied depeadants ’ 

4 — ^You should not We must disconrage that 

The Maharajadhiraja Bahadur of Surduan Can yon ^ discourage it 
under your system of joint family’ Yon may have a brother aged 10 or 11 -who 
IS an able bodied one and who has also gofc to do some work Can you get nd 
of your brother-- undes and so on who may be able bodied and who mav De a 
sort of encumbrance on the family’ 


A — If he IS a boy he will come under minors 

Str Percy Thompson P— Mj point is should you encourage making allow- 
ance in the case of such able bodied persona’ “ 

A — You should not. 


jneapaTiTated^^'’^ for wife, children find relatives who 

4— Yes 


are 
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?■ answer to Q. 37, you say that j'ou would leave the super-tax on com 
panies in its present form. Can you tell what is the justification for havinc 
any super-tax at all? Tlie State gets a share of the profits when they are dis- 
tiibuted by taxing them. Why should it be paid twice, once by the individual 
and once by the company? 

profits of the individual fall below the limit, he ivill not pay it 
bo II you tax at the source you will get sometfiing. 

Q. ^But ^ppose you and I enter into a partnership and we make one lakh 
01 rupees.' Then the income-tax will bo charged on our respective shares. Sup- 
pose for purposes of convenience we form ourselves into a company with exactly 
the same relative shares. Because it is a company do you think it is right to 
charge a super-tax on it? Again when the profits are distributed among us 
super-tax ^ ■will be charged just as it would be if we were partners. Is this 
pu'oper The super-tax is put on twice in the case of the company. Wh;/ should 
that be simply because we form ourselves into a limited company? 

Q‘ I realise it. But the only justification is that the company has got a 
definite individuality. It is just like a third party. 

want to tax it in two capacities, once as a company and secondly 
as individual shareholders who constitute the company ? 

‘‘I- — ^esj if the income happens to fall within the limit imposed. The com- 
pany has a definite identity and it will also pay like any other individual. I 
really do not see any injustice in that. 

Q - — ^You say you are in favour of the removal of the exemption of incomes 
derived from agriculture. Supposing the yield you get by including the agricul- 
tural incomes within the purview of the tax is small relatively to the amount 
of trouble and expenditure required in order to collect it. That is, the expen- 
diture would bear a relatively higher proportion to tlie jueld. Do you then 
think that it is worth while to collect the tax? 

A. — What is the basis upon which you think: that tlie expenditure will bear 
a very high proportion. 

Q . — I do not think there are any figures in existence. I can only gather 
from indications. I take it that you •would agree that the profits of the culti- 
vator could not ordinarily be taken at more than four times the land revenue. Now 
taking the Punjab for instance, there are 3^ million cultivators, out of which 
there are only 2,300 who pay as much as Es. 500 as land revenue; so that it 
means you have to deal with a thousand people in order to get tax from one o£ 
them It looks as if the amount of trouble and expense involved in adminis- 
tration would bear a very large proportion to the yield. 

A. — The existing mac'hinery could be utilised for that purpose. 

Q . — It will have to be enormously expanded. 

A . — Not enormously. ^ 

Q. — Do you think that the existing staff can deal with millions and millions- 
of cultivators? 

A. — They ■will have to deal only ■with those people whose income is abo've 
llie exemption limit. 

Q. — ^But you cannot know that unless you make enquiries. 

The Income-tax officer can find that out in the course of his work and' 

from the existing records. 

Q, Would you charge incomes derived from agricultural rents ? 

^Yes. Because I do not think there are a considerable number of actual' 

tillers of soil whose income will be more than the minimum. 

FTie. Mahsrcijadhiraja Bahadut of Burdwan. Q . — Would you impose this tax- 
o'ver and above the land revenue ? 

, -4.— I would not reduce it; I will have it over and above the land revenue. 
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s.j- PfTrv Thamvion O— Ytfo vxf Mv viety dwtnct In the CoUeclot s office 
a list 33 mLtaine/ ^vherem the zannndata are graded according to thwr m 
comes 


X— Yes 

The Bon'hlt Sardar Jotjendra Smyh 
cultaral incomes' 


Q — You tecomtnend a tax on agri-- 


A —Yes 

What 18 land revenue m your opioioa' 

X— Land revenue m the raijainan areas or -what' 


Q — Tahen as a -whole 

4 —We cannot take it as a -whole because the conditions are so very differ 
cat When 1 give my answer it is strictly and purely from a theoretical point 
of 1 lew 1 am inclined to think that land revenue m raiyatwan areas is a Kind 


Have you studied any systems of land'fenores’ 

A — Indian systems of land tenures 

Q — ^Baden PoneU’s hook on Land Tenures’ 

.4 —That has been my special subject So far as the present system is con 
cerned, it has been altered in details but not in principle 

Q—Wou'd you accept the defimtion given by Baden Powell’ He emoes to 
the conclusion luat land revenue is per «e a tax on agricultural incomes 

4 ~Xo I have read it so many limes Land revenue is a rent in raiyatwan 
areas It is something approaching a tax and not quite a tax Itom the strict 
economic point of view 

C,-~What IS your definition’ 

A —My defimtion of a tax is that it is a compulsa’y contribution 
Then land revenue is not a compulsory contribution 


A.^tt 18, but there is another item m that your lax generally changes with 
the income 

<2 — It is not elastic, it is fixed for a certain period 

A —If you fix it for 30 or 40 years it ceases to have any relation to the 
-income and thereiore loses the cbaTacter ol a tax 


Q — That IS the only thing’ 

A —Elasticity will come in from the point of view of the State So far as 
the compulsory contribution is concerned we can call ft a tax Bat so far as 
the other attribute, tis , that it should have a close relationship to the income, 
K concerned, I think it is not a tax 


Q— You think it has no relationship to the income of the producer’ 

^ — Certainly- n has not, because what you find js that yon fix the land 
revenue to day for 30 years The mcome of the landlord may increase in the 
meanwhile and it actually incre^ Every year ue find a number of auits 
brought against the tenants fop the enhancemeot of rents The largest uumhet 
01 suits come in only after settlements ® 


Q — ^Then in fixing the new tax on agricultural 
the land revenue and then the income 


incomes you would first fix 


.f Vll of more than two thousand rupeea-aud 

others ^ min.mum-l would tax it exactly on the same lines as 


of 


<?— Would you have auj specific canons of taxation 
the income should go for tax’ 


as that fifty per cent 
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ei-ence between the income of the landlord and the income 
-of the tenant, ilio landlord gets the income for doing nothing absolutely. 

that he repre.senls capital and what he gets is a return 
b?hig ^oldT^'^'* ‘ instance, an estate. On what basis are the estates 

.-1.— I am myself a landlord. 


^).— 4f the yield is capitalised the income will come to about 
cent. On this you pay 60 per cent. tax. If the income wer-e 
asse.sscd to income-tax it will be double taxation. 


3^ or 4 per 
to be again 


. ^'our statement may he true in the case of recent purchases I know of 
villages that hayo been purchased for 2, 12 and 1,200 rupees which ‘if capitalised 
now ■would fetch lakhs. What capital would you take in such cases? 


■ question you would divide people into those who have 

inherited and tliose who iiave not inherited ? 


-■d. — It is difficult to make that distinction. 

Q. — Don't you tiiink it would ho difficult to put it within the canons of taxa- 
tion ? 

— I do not know what canons of taxations have to be adopted there. 

Q . — You say agricultural income must be taxed. My point is that it has 
already been taxed. 

The Prc$idc7it. Q . — I understand that the proposition is this. If a thousand 
rupees is to be investecT in land the return on that, you say, would be about ZO 
rupees or three per cent. Is that net or gross? Is /that after the deduction 
of land revenue? 


A, — That should bo after deduction. 

Q , — ^You don’t then take Es. 15 out of that Es. 30 for land revenue'? 

A. — No. 

Q. — Then land revenue is not deducted f^-om the interest of the investment 
-and what you propose is to assess on the interest on that investment Just as you 
would in the case of other investments. 

A. — When money is invested in factories the income is assessed. 

The Hon'hh Snrclar Jorjendia Singh. Q. — Your reason for levying this 
assessment is what? 

A. — If you ask me what the real reason for levying this_ tax is, I may say, 
although I "may not have much experience, there is one thing shocking. Tha 
people who aje getting the income are doing nothing for the agricultural classe^ 
When they don’t do their natural and responsible duties towards' the ryots and 
are shirking them the State must do them for them, and the landlords must 
pay for it. 

Q . — Then it is a sort of socialistic ideal. 

r 

A. — You may call it socialistic; but that is my idea of landlords, tenants 
and Government. 

O , — ^You laid a great deal of stress in answering the questions of the Chair- 
man about ascertaining the taxable capacity of the people. ascortam- 

-ed the taxable capacity of the agriculturists and the Jandlords. 

— No. But certainly we could find out the income of the landlord if it 
is more than Es. 2.000 or any other minimum that may be fixed in future. 

O. — You' have never ascertained the taxable capacity of the landlord. Hava 
you ever ascertained the taxable capacity of the agricultural classes as- a whole., 

A. — Tenant classes? 

Q. They both are agricultural classes. Would you except the tenants alto- 

gether ? 
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d ^In some jeats you have praclicaHy tw* exempt them altogether 

StT Percy Thompson Q —You do not propose to tax tbejn unless the income 
IS mote than Rs 2 000 
A —Yes 

The Ilonhle Sardar Jog ndra Smgh So in determining the available 

surplus lot taxation you would deduct the land revenue and provide a certain 
amount for other allowances according to modem canons of taxation 

4 —Yes, but what do you mean by the available surplus for taxation"’ 

Q —You will have to find, out what cannot be taxed will you not ’ 

4.— If yon are taxing the income above a particular mimmum, have you'not 
made an allowance already’ 

(3 —Even m the case of the income tax a person is not assessed merely be 
•cause a man is getting Rs 2 000 

1 — That means you will have to find out how many membeis there ire in 
-a family 

(j — Have you studied the Income Tax Act’ 

4 — ^Ko 

Q — Again you base your views on theory’ 

4 — Yes, I am a student of economic theory with some practical experience 
jf life 

You meielv want to transplant them because they have been found use 
ful jo certain countries of Europe You would like to transplant the super 
tax the tobacco tax and a great many other taxes which have come into exist 
ence in Europe to this country You m<i”ely want to transplant them because 
they have come irto existence m Europe or have you stndied the actual condi 
tions ’ 

4 —It 15 necessary both from the moral and economic point of view 
Q —In income tax we have got two or three considerations, v\t , the needs 
of the State the capacity of the people and the simple way in which li works 
.Some of the taxes that ate now recommendel would not work as easily as the 
taxes that have come into existence by slow growth People think that some 
of these taxes should be abolished and you think that they are desirable 
4 — ^You should give me definite instances 

The State has been coatent with taring agricultural land and that has 
been the basis so fat \ou say tox the agcicaltural income also, apart from 
what 15 paid in the shape of land revenue 
4 — ^That is again a tax 

0-~You viould divide central taxation and piovincial taxation’ 

4 —Yes 

<3 — The central taxation is used for defence’ 

4 —Yes 


Q —Provincial taxation is for local purposes’ 
4— Yes 


(3— Have yoi known that in the last five years the nation building depart 
ments have not been very much developed or that there has been a growmE 
demand for more expenditaxe on those objects’ ° 

i —In actual practice you will find that the majority of the Council consists 
of zamindars 


c— Waj I point out that 80 per cent of the taxpayers are zammdars and 
they must be represented’ 


capacity to sneak for themselves The 
interested w tW whatever may be th! 
Sms If ft, "" “‘““‘■“Was *pa,tm,nt. That 
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Has there been any additional demand at all? ' - 

the^zIi^JSr?^^ members of the Liberal party and not from 

budgets e— Have you sudied some family 

A. — Yes. 


^.— The great need of the people 'is better food ? 

A. — ^Yes. 

Q - — if that is sOj how is tins tax to help them? 

going to tax the agricultural income of the cultivator it will 
be a different thing. 

Q - — ^All taxes diffuse themselves. 

A. — If you have a direct tax it is very difficult to diffuse. 

— Don’t you think it would? c 

A. — No. If you call it a direct tax it means it is not going to be trans- 
ferred. 

Q-—Then the main question arises that you have not ascertained the actual 
conditions of the villagers. Your idea is that the landlords have all big fortunes. 

A. — I know of big landlords who are wasting money. 

Q - — Have you gone into the question of the indebtedness of the landlords- 
and tenants in this province? 

A. — I have some idea of the indebtedness of the landlords. 

Q. — Y^ould you believe that 80 per cent, of the landlords are indebted? 

A. — Certainly 50 to 60 per cent, are indebted. 

Q . — The agriculturists? , 

A. — ^More than 70 per cent. even. But the question is why the landlords are 
indebted. Are they indebted because their incomes are low or are they in- 
debted because they are wasting money in luxuries and enjoyments in towns. 
If you have got an impression that I am against .... 

<2- — I know you are quite honest in trying to find out funds. 

A. — I myself belong to the zamindari class. I find that the zamindars can 
do much for the cultivator, and benefit themselves thereby. It_ has come to me 
as a shock to see that the zamindar by not taking the responsibility is keeping 
himself poor and keeping the cultivator poor. Under the circumstances the 
State should come to the aid of the development departments. If the State must 
do what the zamindar has been neglecting to do, then the zamindar must pay. 

Q . — Then you would earmark a portion for the improvement of the agri- 
cultural classes ? 

A.— Yes. 

Q. — ^Don’t you think’ that your demand will be met by agricultural credit? 

A. — If you organise credit how do the zamindars come in for payment? 

TAe Hon'ble Sardar Jagendra Singh. Q. — ^You must make them pay somehow! 
(Laughter.) 

The President. Q. — ^You Lave in an article on Indian Economic problems 
summed up your views on the subject when you say, "to eliminate all wast* 
and to satisfy the wants by adopting a bold policy of reconstruction on a 
national scale.” 

A.— Yes. 

Sir Percy Thompson. Q. — AYhemyou were asked to define a tax you said that 
it was a compulsory payment. Is there not another attribute to it, viz., that it 
is a compulsory payment for which the tax-payer gets no direct benefit? 

A . — He is not expected to get any. 

— ^When you pay a tax it goes to the defence of the country. You don’t get 
guid "pro 'guo. Does land revenue satisfy that test? 

A. — It does not. 


I 
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g_-TOiat do you get from the payment of Und revenae* 

A —If you have that as an attrihnle of taxation then land revenue ■would 
some under tax because there is no direct return from it 

Q Dont you get the use of a valnahle asset, namely, land’ 

A— But the land is of the zamindar 

g —You don t pay- land revenue unless yon own some land 
Yes 

g — Your land revenue is a payment for owning that l^nd In other ■words, 
you may pay land revenue and get the direct benefit from that payment, vt*^ 
the use of that land which is a vrfuablo asset, 

A ■ — ^Your question will raise another point It amounts to this, that the 
landlord gets the benefit by paying the lax It presupposes that somebody makes 
It possible for him Whether the landlord is the owner of the land or not is 
a debatable point 

Q — ^At any rate he gets the use of the land 
A —Because it is his and not because he pays land revenue 
Not because he pajs land revenue’ 

\ A — ^Yes If he pays land revenue and then uses the land that means it is 
somebody else a If, on the other hand it is his then he pays laud revenue out 
of the land , 

Q —It IS his, subject to the payment of land revenue’ 

A— Yes From a strictly legal point of view the landholder la not the 
owner In practice he has all the attributes of ownership 

Q— By the payment of the Usd revenue be la is possession of a rslaable 
asset namely, land 

A —Let us suppose that he refuses io pay the tax What the Government 
do IS, they take up the land, appoint a receiver, collect the land tax while the 
lanolord continues to get the income 

Th» President Q — These are exceptional cases Usually the land is sold ap 
A — They do so in Bengal but not \n thw province I have not come acxoss 
such cases here 

< In raiyatwari areas it is so 
A — Here they don't declare who is the oxvuer of the land 


Sir Percy 'TKomfion Q — It is rather a legal qmhble I will put it this 
way A man pays land revenue Does he get no benefit at all’ I am suggest 
ing to you that as a matter of practice as distinct from law he js getting a 
valuable asset 

A — ^I would put it the other way He has his land as hia own and from the 
income he pays land revenue That will bring land revenue under tax 

Q — ^Youp view IS that land revenue is a tax* 

A —Not quite a *ax again In aammdaii tracts it bears a greater similarity 
to tax than to rent What does land tax mean in England’ ^ 

StT Percy Thompson —There it is a land tax lo England 

Witness— The landlord m England can do anything If he allows his land 
fallow for 2 or 3 years he will not Save to pay anything 

The President — He pays land tax , he is not relieved of it 

TTitness — Suppose he turns it into a park 

The President Q —He still pays the land tax Land tax is quite apart from 
the income tax 

Witness —Have you double taxation there’ One land tax and the other in 
come tax’ 

The President — ^Yes 

TTitness — Then I was wrong in my idea ahont it 


The President Q — lour reply to Q 
convert the whole of the business into a 


M regarding salt You would i,ke to 
big GoTemmeDt monopoly ’ 
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Yes. 

Q- How would you deal wijh imports? • 

— We have that already in Bengal. 

(?. — And in Burma? , 

. -d.— -I never had Burma in my mind, because I never look upon Burma as an' 

integral part of India. 

Q- ^AVhat will you do about imports into Bengal? 

-■3— If you could give them as good salt as they get from abroad, the posi- 
tion would improve under Government monopoly. 

Q. Would you prohibit imports or would you restrict them on behalf of 
Government ? 

A. — I would do the latter. 

Q - — You would go in for big-scale production ? 

A. — Otherwise there will be no profit. 

Q . — Does not the salt industry add to the livelihood of the agriculturists? 

A . — I doubt very much if a large quantity of salt is being manufactiu-cd in' 
villages. 

Q. — There are 64 salt factories all round the Madras coast and the labour 
they get comes from the fields. 

A . — They could still be employed by the State. 

Q. — The whole point of large-scale manufacture is that you can dispense ■with 
three-quarters of the labour. v 

A. — Then the people on the hladras coast and about Sambhar Lake wouldi 
suffer. 

Q .- — Sambhar Lake is a big-scale production. It is done by electric pumping 
and transport, 

A.— The number of people engaged in the Balt industry on fhe coast of Madras 
form a very insignificant part of the whole population of India. They shouldi 
he -getting the salt much cheaper if rye had large-scale production. 

Q.- — Do you consider that it would not matter if they suffered? 

A. — Yes. 

Q.- — Similarly, 5 ''ou would not mind the Bengal consumer paying a little- 
more? 

A.- — He would have to pay a little less. 

(p.— Actually he gets his salt cheaply from abroad. 

A. —Do you mean that, if the industry comes under State control, prices 
would go up? 

^.—Probably Bengal would have to pay more, because they will have to pay 
the railway freight. 

A. — If Bengal consumes a greater part of the salt from abroad, tKe State 
could not apply the monopoly idea to Bengal. They should allow them to use 
the salt from abroad and undertake to provide salt to the other parts of India. 

Q.— One of the advantages of big-scale production would be that you make 
India self-supporting and in case of anotlier war you would not have the sup- 
plies cut off. 

A.— Government could supply the remaining parts of India with salt; Bengal 
might continue for some time to import its salt and before another war you 
might be able to meet the demands of Bengal by extending your production. 

Q.— Unless you cut do-wn the railway freights very much it would Be always 
difficult to do. 

A.— It will only be a temporary expedient to cut down the railway freight, 

(g.— Gan you tell us in the first place whether salt is sold by weight or by 
measure in the United Provinces? ' i 
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A —As far as I know, I think it is soW Iqr weight 

Q You have no personal eipenence m the matter of sifting’ 

A —Some part of it is blackish in colour, some more white and they diTide. 
it into two or three classes, each having a separate price 
That IS m the shops here’’^ 

J — ies 

Q What salt IS it, Sirrhhn or Khewra salt’ 

4 — Sambhar salt 

Q p’^ocess you refer to is not the one adopted in the Bombay factories 

There they pass it through a screen m pretty large crystals Xon have no expe 
Tience of that system’ 

^ A —No I may add that whether we adopt the Bombay practice or the 
tr P practice, it allows the seller to charge a mmimum price bn the worst 
quality salt whilst much higher prices are charged for better grades 

Q — The variation m price is purely with reference to quality 

Let us pass on to your answer to Q 6\ You say that the only xesTilt of 
compulsion wherever adopted seems to have been to drive the ding habit under 
ground 

A —Yes I have been reading reports every day from America of illicit im 
portalwn , 

Q —Have you any experience in the United Provinces of the result of thr 
action recently taken’ 

A —Illicit production has increased in this province 
(?— Have you any /personal knowledge of it’ 

4— No 

0— You think the policy Has gone too far’ 

A —Not yet, because our revenue has not begun to fall 
Q —The revenue has fallen very considerably 
A —Not much 


Q — I think the decrease was 7 lakhs last year 

A — That only shows that we have reached the ma’Cimum point If we go 
beyond that we would be increasing illicit production and diminishing our 
revenue 

Q — In reply to Q 70 you say that the tan thiLtdar pays from 8 annas to 
Hs 2 per tree to the owner of the tree in addition to taxes to Governtnent and 
that you are inclined to think that there is oiargm for farther taxation 


A — Yes In the Agra district they pav on the basis of trees 


Q — The tree lax system is an attempt to levy something corresponding to 
the still head duty , you cannot wait unlit it is drawn and measured What 
you do IS to require the man who wants to tap trees for a particular shop to 
put in an application naming the survey number and the number of the trees 
He pays you Rs 3 or 4 pe” tree as a tax on the assumption that each tree 
will yield a certain quantity Bach tree is marked and if any tree is tapped 
without having been marked it is an offence 
A — ^Yes 


Q—\ levy per tree is quite a different matter to the Jam paid to the owner’ 
^ -*-Ves, it is paid to the owner over and above the tax to Government 


® margin for further taxation and you recommend the 
j ^ ^ ^ described So far it has only been- 

introduced in a very small area and Government do not propose to extend it 


■! — It ^uld be advantageous to do that and find out the average yield of 
fun from trees in different locahtiev average yieia qi 
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Q. Your reply to Q. 93. You think it quite legitimate for the State to chares 
•a fee for rcpstration over and above the cost of the service rende/ed’ I In 
•not quite understand what you mean by a "progressive scale.” ^ 


*4.— If there is a deed for Es. 1,000, 
If tlierc is another for Rs. 2,000. a 
not Jls. 2, but Rs. 3, say. 


one rupee is charged for its registration, 
higher rate should be charged, i.e., 


Sir Percy Thompson Q.-You say that local bodies should be given power 
to tax the increase in the land values. Hoiv you set about doing that? 

^ P'‘'’Ijcu]ar locality land is being sold during a particular period, 
you can find out whether the value of land is increasing or diminishing, 

(?.— Increased from when? What is your time-limit? 

id.-^uppose in 1925 the value of land is Rs. 2,000. Next year you find the 
same kind of land would fetch you Rs. 3,000, that means there is an increase 
in the value of land. 


Q.~Arc you going to value all land in 1925. throughout India? 

A.-' You will have a basic year. It wouldn’t mean any new organization. 

<2> — Is that what you are going to do? 

A, — Otherwise, we can’t have a tax. 

Q . — Do you know it was' tried in England in 1909? 

A . — I think it was tried in some municipalities in western countries, in 
America especially, vind they have succeeded remarkably. 

Q . — I should not say they succeeded remarkably. They certainly aid not 
succeed in England. The measure was passed in 1910 and it took over , five 
years to value the land in England and it ■was not a success, and the increment 
tax was abandoned in 1920. 

A . — I was reading some time ago an article by Mr. Darling on the value of 
land in the Punjab and I found that there is great and continuous increase 
going on. 

Q. — ^W’^e know that perfectly well. The question is : how are you going to 
measure it? Suppose a man in 19W sells a piece of land for Rs. 10,000. How- 
are you going to have an increment duty charged on the land? 

A . — ^If yon decide to impose an increment tax on land in a particular 
localitj' we 'will value all land in that locality in a particular year, taking that 
year as a basic year. Next year yon -will find by how much the price of land 
in the locality has increased. I would have a new valuation and on that new 
valuation we would take taxes, 

Q . — The point is whether you will have finished the first valuation by the 
time your second valuation comes along, 

A . — ^They have been able to do it in other countries, especially in America. 

Q . — They have not been able to do it in England. 

. 4 , ^is that a reason why we should not be able to do it in India? If this 

task were to be undertaken by local bodies, such as municipalities and District 
Boards, I think they could do it within a time limit. 

<2. ^Do you think tjie annual valuation of the houses in those localities in 

which a house tax is charged is satisfactorily done? 

A . — ^The house tax iis at present charged on the rental value. 

Q,~-Do you think the rental values are fairly accurately estimated? 

A. I think they are fairly accurate, 1 have no inside knowledge of muni- 

cipalities. If you ask me generally, I would say that there is CCTtainly some 
lack of efficiency in the administration of municipalities. If we nave an eflr- 
cient staff to find out the rental values, they could do it. 
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g.-Suppose tod IS OTrth Es 2.000 m 1925 IP 1923 thp OOTer W* J 
house on sshich makes the land enotmoosly more valuable TOen you cornu 
to review the property for the purpose ol mcremeiit value, how are you Eomg 
to charse it’ 

J _lVa would try to Snd out the value ol the land in that 
If the house IS built m 1928 we cannot charge any tax on the value of that, we 
would not be justified in doing it 

Q~I have not followed you, are you going' to eliminate the house or cot’ 
•1— The year the house is built we would have to eliminate After that, we 
would take that also into consideration 


Q — ^What 33 the basis for charging in 1928’ 

A —Suppose there are a number of houses in a particular locality and in that 
locality either a bazar Is built or a road is opened by the municipality or Dis 
Inct Loard It causes a general increase in the value of land and houses m that 
locality , we can find that out eas ly There may be practical difficulties 


TU President Would it not be simpler, to begin with to secure a 
substantial property ta-s from tliese non agricultural lands winch at present pay 
no land revenue’ 

•J —That will be true in the case of municipal areas 

Q —Even in other areas there is a good deal of land which does not pay land 
revenue lou have very lutle in the shape of a pioperty tax in the mumci 
palities in the United Provinces at present lou have two or three towns where 
lb IS limited to 6 or 7 per cent , whereas m England municipal property tax rune 
to 100 per cent on the annual value Suppose you take a substantial property 
tav, would not that effect your purpose without involving you m the difiiculties 
of assessment and increment’ . 


■i — How are voa going to assess the property tav’ 

Q — Simply by valuation What they do in Madras is generally to emplov 
a Deputy Collector to make a valuation and that would carry on for ten years 

4 — 'iou will have a revaluation again after the period of 10 years Tien 
the only difference between my proposal and this one s that I take the annual 
value and in tlis case it is done m a period of 10 or 15 years 

C — Tlie difference is that I tav the value of the property simply, whereas 
your pioposal is to tax the increment value 


A —If you measure the value of the property after lO years surely you wouJ 1 
have included any increase in value duo to the causes we have mentioned 

The lion lie Sardar Jotjendra Sxngk The former proposal is more- 

simple dont you tbmk so’ 


A — ^Trom an administrative jwint of view, yes 

you s»y such a thing happened m 
countries, do they pay land revenue as a revenue or only as a tax ’ 

A —They do not pay land revenue as we do in this country 

to study the Conditions in those 
nn *■¥ are not similar, you may be doing 

W oWt ^ ^ yo« bave done 

your object, I tnke it is to benefit the people of the country’ 

d — That IS my idea 

e— That Will only be possible if you study the conditions in all countries- 

lonm;^s'takITl 8 i?®i^ 4 ®^"?"'' vast progress and where deve 

lopments take place, land value wiU always increase I do not know where the- 
question of similarity between America and this country «merin 

2 B 
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The President. 'Q . — In your proposals for new taxation, you advocate a 
succession duty? 

■ 4 .— Yes. 

Q- yoii gone into the question of how you would deal with the joint 

Hindu family, or would you leave it to us? , • 

4. — ;If in a mint Hindu family a man dies leaving four sons, .each man having 
a definite share, I wmuld levy a succession duty on each individual share. 

Q . — How would you deal with the case of a deceased member who is only an 
infant? A child as soon as he is born becomes a sharer and infant mortality, 
as you know, is rather high in this country. 

Sir Percy Thompson. Q . — Suppose the value of the property is Rs. 1,00,000 
and it belongs to a man and his four sons jointly and the father dies. 

4. — One method would be to take the property as a whole and charge a succes- 
sion duty on Rs. 1,00,000 ; the other method would be to 'charge a succession duty 
on each individual share. 

The President. Q . — ^You recommend charging on the share? 

4.— Yes. 


Q - — Would you impose a charge on the share even in the case of minors? 

4. — The minor benefits equaUy. 

• 

Q . — He benefits equally, but would not the charge tend to become heavier? . 
When the child dies, again a succession duty will have to be charged, because 
of the great infant mortality in India. 

4. — It would tend that way. 

Q . — It will tend this way that the whole estate will be charged more than 
■once in a generation. 'What will you say to limiting the charge to the death 
of adults and charge only on the death of persons wlio are more than 18 years 
•old ? ' ' 

4. — I think we wiU be justified in doing so. 

Q . — -You propose making tobacco a monopoly? 

4. — Yes, on the same lines as poppy cultivation, 

Q. — Have you considered the table of tobacco cultivation which we have 
:given in the Annexure? Almost every, district in In’dia is cultivating it. 

4. — I have seen it. 

Q . — -You realize there will be administrative difiiculties ? 

4. — I realise that point, 

Q. — Another monopoly you recommend is explosives? 

4. — ^Yes. 

Q._Not fireworks? Would they not be subject to monopoly? 

A. — ^I have not spoken from the monopoly point of view, but from the taxa- 
tion point of view. If fiere are no administrative difficulties, it can be made 
a monopoly. I am not quite certain about that. 

Q. — ^But all fireworks are licensed now? 

4. — ^Yes. 

Q._Now the further stage is only to have a monopoly? 

A. That may be desirable from more than one point of view. I do not 

like that people sliould waste their money on these fireworks. 

Q. — Then you recommend a fee for registration of marriages? 
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A —Yes, it IS very desirable 

Dr llydtT Q— Do you think it is also poIiti'*ally expedient^ 
^ _j do not know how it is going to aBe<A matters politically 


Q -People would begin to say, here is a foreign Government which is inter* 
lering '\ith our customs and institutions 

/I —I do not know how it interfetes with out customs and mstitations 
Many cases come before the Courts where peopla deny their own marriages 


It was misrepresented in the Pnnjab , daring the last agitation Some 
people made capital out of it It might he right if the Governmrat i f the 
country was national, hut with a foreign Government, don t you think there is 


any political danger’ 


xi —I think there is no such danger In that way every tax can be misre 
presented 

Q —I a«ik you to consider this ptopoial and give your opinion m it not oriy 
as an economist hut also as a politician and as an Indian, whether it is desirable 


■( — The only point winch strikes me is this It may he undesirable from 
the political point of view, hnt Iiom the social point of view jt 15 desir 
able For the legal evidence of the marriage it is quite right but when you 
bring in the idea of the political point of view, 1 c-innot give any lefinite 
opinion on it 

Tht President C— How will you have this registration charge! Will you 
have it graduated’ 


, 4 —We should not have any graduation^ but we must have one nniforza 

tegistraiion fee 

<2 —Do you think there u any precedent for this m ancient Indian 
history ’ 


A —1 don t think there is any, so far as my knowledge tiut I think 
Saulilya mentions it in ATthashaslro 

Tht Ilon'hli Surdar Jcfjtndra Stnyh Q —Don't you think the need of the 
•country is accumulation of capital’ 


A —I would pu^ m another way The need of the country is the investment 
of capital I don t think it is of any use to hoard the capital 

Q — ^Don't you ihiiik that the succession duties in Flngland and other places 
are a modified fotui of levy on capital’ 


■d, — In the case of certain estates it might be bo, but not otherwise 
^—Do }Ou think the time has arrived m India to levy succession duties* 


A — ^What about succession duties on landed estates’ 


Q — Have you considered how agricultural land is going to be subjected to 
succession duty without modifying the Hindu and Muhammadan law entirelv’ 

I “I wonder how the Hindu and Muhammadan law comes in here Succes 
Sion duties do not govern the law of succession but simply deal with the part 
of tho property whicli goes tj the successors 

C-^upposinR you weaken the stability of this country altogether, don’t 
you think yon are weakening the system which is responsible for the procressive 
reahratiou of its dreams’ 


*! —J have the majority of landlords in my mind The general view is that 
tne landlord class has not done anything I am not recommending it from the 
of Mcw o» equal distribation of capital That is not the onW function of 
the succession dull 1 started from this vi«w that the State needs funds and 
devclr^meut of ihe country and this is one of tho 
waj *3 by which you can hare them » y o 01 luo 


2 n2 
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Mr. MUHAMMAD ASLAM SAIFI, M.L.C., Meerut, was next 

examined. 


V/ri(ten memorandum of Mr. Aslam Saifi. 

I nin firn\ly convinced Hint llio pnlt tax should not bo utilised for makinr 
tH) revenue v.lienever a deficit stare*! the Government of India in the face 
It IS a tax wiiicii veichs heavily upon tlio jwor people and althougli salt ma\ 
very v.-ell_be a source of raising a tax from vchieh no one can escape, as no one 
can do without it, hut so far as its use goes, the ricli do not use it any more 
than the poor, for there are inniiy luxuries avliich the rich enjoy v.’ithoiit their 
being taxed. 

^fy only suggestion in this reference is to introduce a fa.x on tobacco which 
is used in one form or the other hy almost all classes of people and it cannot 
be denied th.at it is a luxury. 

Without being in possession of the statistics bearing on the subject, I can 
piy, being courident that I am witiiin the mark, that dO per cent of the pcopls 
in tho United Provinces use tobacco either by way of smoking or in pan. 
Assuming that there is a population of 45 millions in these provinces, the number 
of users would come to 18,000,000 and if the average expenditure on tobacco be 
taken ns lie. 1 per year it will represent Es. 1,80,00,000 ; an average 
fa.x of 5 per rent, on this avil! mc.an Es. 9,00.000 in the United Provinces alone. 
This is, of course, a moderate estimate. There aie numerous varieties of tobacco 
and if fliey are to he taxed, (he r.ste should lie progiossive .say from 5 per cent, 
to 20 per rent. The best quality of tobacco imcd in pan is sold at Es. t'O per 
seer. 

As regards the control to be exercised by the Government, I am of opinion 
that U should bo by means of licences to be i<sucd both to the cultivators and 
'to the nniiurnetiirers. I do not like that permission bo granted to the cultivator 
to grow tobacco in any quantity for bis own use. And noitber do T like that, 
the monopoly be given to a private company in wbicli the Government should 
have a piedominant sbaie. 

will also suggest that the tax should be imposed upon the m.anufactnred 
tobacco in wbatexer form it be used. T also bold that in addition to the 
import duty tlioro should be an excise duly upon tiic imported tobacco such as 
cigarette and cigais. Tlie reason why T have come forward with this sugges- 
tion is lha' the fax on tobacco should enable the Government to keep the tax 
on salt at its lowest point if it cannot altogether be abolished. 

To stop smuggling fioin Indian Stales xvill be quite ns difficult a job as_ it 
is in other lines sueh as opium or country liquor. But there is not much risk 
of smuggling regarding tobacco since the tax would not make so much difference 
in prices so as to prove a temptation to the smugglers. 

Q. 121 , — I entirely agree with the statement. 

Q. 122 . — I think the suggestion embodied in part (4) of this question is the 
most feasible one, the manufacturing should bo allowed by means of licenses. 

(?. 1S3 . — I prefer ad valorem duties on the manufactured products, and a£ 
the licensees will be under the absolute control of the Government there is little 
-jianco of the duty being evaded. 

In the end I xvill suggest that the duties of controlling and supervising the 
monopoly on tobacco can be entrusted to the Excise Department and thus the 
expenditure xvill comparatively be little. 


Mr, Aslam Saifi gave oral evidence as follows ; — 

The President. Q . — 'You are a member of the United Provinces Legislative- 
Council and a resident of Meerut? 

A. — ^Yes, Sir. v 
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Q— Yout view IS that the Salt tax shoaW not be utilised for making «p 
revenue whenever a deficit sUree the Government of India m the lace inat 
IS, it should be either abolished altogether or reduced to the lowest possible 
^oint ^ 

A —I think it should he kept at the lowest possible point 
Q —You think an acreage tax on tobacco might yield about 9 lakhs of rupees 
m the United Provinces' 

A —I think so But it might he very Much more than that also It is a 
guess 

Q _As regards the method of control, yon Say, that it should he by i^ans 
of licenses to be issued both to the cultivators and to the manufacturers Have 
you examined the question of a monopoly' 

A — I have looked into the gnestion and I think the monopoly can be 
worked only in two ways either to have the entire stock o! tobacco grown 
in the country taken over by the Government and then manufactured or sold, 
■or by issue of licenses to the cultivators and also to the various manufacturers 
and thus secure the necessary tax 

Q — You prefer the second system' Will you explain to us m a little more 
detail how the system of monopoly is to be worked out' 

A — -The district where the tobacco is grown, shonld be known to the Govern 
ment and there the licenses should bo issued The product must be taken over 
by the manufacturers as they carry on their business * 

Q — Ate you prepared to charge the cultivators any tax' 

A —Ko 1 should not do that The object of issuing licenses should be 
simply to know how much acreage js under cultivation and bow much tobacco 
IS to be sold 

Q— You propose to require any cultivator who grows tobacco to apply for 
licenses ' 

A —That IS the first stage 

Q— You think the whole of the produce is to be sold to the licensed 
manufacturer' 

A -Yea 

Q — Are you going to charge him a license feo' 

Yes 

Q —And then are you going to charge excise duty on issue by manufacturers ' 
A —Then of course the manufacturer will have to add to his price the 
tax that he has to pay to the Government I would charge excise duty 
Q — No further tax on retail sales' 

A —1 would confine it only to the wholesale producer because the tax 
impoied by Government will be borne by the manufacturer himself 
airoduT^^*^ to graduate that tax with reference to the quality of the 

A — Yes Because there are various linds of tobacco 
at no process 

eate1.';Tth “ >» ot 

«?— Is It not dried and put in a twist and chewed m that state? 

*‘^5 to be dried first of all ^,r,H ti.c 
^Kiwdered and then mixed with sugar * 

he under the control of the Excise 

A— Yes 


1 sugar 

Q — Thus the manufacturers would 
Department’ 


G-How many officer, yon tfimk reonld li, requited for this piirposot 
A — I can t say the number required 
Q It will be just like the bonded vratehouse system' 
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Yes. 

Q. — ^Have you studied the figure.^ of tobacco cultivation ? 

.d.— Yes. I have gone through the figures. 

Q . — Would you have any minimum quantity? 

A. — You mean that the cultivator should grow? < 

Q. — In order to prevent multiplication of petty factories, just as in the 
case of distilleries ? 

4.— Tlicre are manufacturers in every district. If the dried tobacco is 
to be sold to tliem they can carry on their business. But these manufac- 
turers should be under the control of the Government and their work should 
be supervised by the Excise Department. 

Q. — Then if you have a large number of small factories, the cost of supervis- 
ing them will be very large? 

A . — They will not be so numerous. I am referring only to the wholesale 
manufacturers. My idea is that the small manufacturers should be -eliminated 
from this. 

/ Q. — What would be the process of elimination? 

A . — It slmuld be tljat the licenses would be issued only to the big manu- 
facturers. 

Q . — Howt would you ensure that? Would you impose any limit of private 
possession? Are you going to make the cultivator sell his tobacco to the 
manufacturer and sliow that it gets there? 

A . — I suppose that should be managed by very careful supervision and on 
the estimate of the crop. 

<?. — Then will you have any document showing the sales? 

A. — I think it can be worked out as to what quantity of tobacco is pro- 
duced per biglia. If there is only a very little tobacco, that will be kept 
back by the cultivator. ' 

— Would you impose any restriction on the size of the factory? 

A.— No. 

Q . — Would you also impose any limit on the area to be cultivated? Would 
you issue licenses for a hundred acres or fifty or ten acres and so on? 

A. — I won't fix that. Those who go in for this sorb of cultivation, 'generally 
require a large acreage for it. 

Q. — What would be the minimum area whicli should be issued for culti- 
vating licenses ? 

A. — I do not think it is necessary. If the area is very small, he would not 
' pay. 

Q . — Is not tobacco grown near the village sites? 

A . — Here it is not grown like that. 

Q. — Is it not grown in the backyard plots near the village sites? 

A. — It may be like that at present. But those who are going in for this 
class of business won’t do that. 

Q . — Would you expect it to be confined to people growing 10 acres or so? 

A. — If it is absolutely necessary, a minimum might be fixed. 

Q . — You have not worked out the scale of rates of duty? 

^ A. — jSTo. 

Q . — Have you any acquaintance with the system obtaining in Patiala State? 
They have got a system of taxing tobacco somewhat similar to your’s but a 
little more primitive. The idea there is to sell the monopoly of an area to a 
particular individual by auction. He has the sole right to sell tobaccS in that 
area whether imported or locally produced. As far as I understand the rest 
of the scheme is just like your’s. 

A. — I personally would not accept that, because it gives the monopoly to 
particular man to sell within a certain area. 

Q.— But your scheme would cost a good deal to control? 



A-T cannot say offhand a.h.1 .1 v.™ild \ so 

See .h"a^vS^Y"^'Ho^-'SS‘ 

nonld be aery’ small and as we go on gainiiig eipeisence it should bo posSJhW 
to overcome this difficalty too 

Q— Would you have a limitation of possession m the case of tobacco 
A — I think we shall have to have it 


Q_What wiU you fiit it at’ 

A — I think the quantity requited will be more than a pound or so 

The SonbU Sardar Jogtndra Smgh ^—Wbat is your objection against 
the Salt tax’ 

^ —It weighs heavily on the poor people My experience in this con 
nection is confined to we war time when people had to pay tma tax very 
heavilv and moreover the poor people cannot avoid this tax as salt is a hare 
necessity As I have explained in my note if the lax is simply raised to 
balance the budget of the Government, I do not approve 


Q — Is it not an indirect tax’ 

A —I quite appreciate that this is a tax which applies to everybody, but 
the weight o! it falls on the poorer people mote than on the richer people 
My idea to tax tobacco js that it might serve as an alternative when it is 
necessary to increase the tax 

Q —Don t you think that it will fall only on the grower ’ 

A —It should not In the last few years the prices of tobacco have gone- 
up 80 that the ordinary tobacco which used to be purchased for one anna is now 
told for tour annas a te« If they can stand that I suppose a 5 pet cent tax 
upon it would not matter much 

The President Q— Have you any experience of the output per acre’ We 
have been told that there are enormous variations in this country 


A —Variations aro bound to occur in this counlry But I have heard that 
a very close estimate can easily be made as to the actual amount to be got 
out of a particular field 

Dr llyder (J— Is it cultivated by all castes or only by the maU caste in the 
United Provinres’ 

A —I think It IS cultivated by all classes One class may go in more for 
it than others 

The President Q — By wlwm is the estimate of the produce to be made’ 

A —By the Batwan , and that will he checked by other officers like the 
Talisildar 

<?.— At what stage would you require tobacco to be taken to the bonded 
■warehouse ’ 


A —It should be taken there in the final stage when it is ready for sale 
C>— Is it going to be manufactured m the bonded warehouse’ 

be handed over to the licensed manu 
he will give all the details as to what quantity 

I J ^ 1 ? fouud out that a particular quantitv of 

dried leaf -will produce so much manufactured tobacco ^ ^ 

(a A" “op O” k» field How lone are jou no.ni; 

mennfSnrer* '» k" pessee >t on to thl ItcLel 


A —As soon as ttis manulactnrer is ready to take It, he can do s 
no/ markS'' *”!'* ‘k® e™e condition 

A— Yes 


as it 13 


The PrejiJfnt Q 
stuff does go Jo the 
tobacco, and when it 


-Ono sogECstioii IS that in order to secure that tb 
manufactorcr, ym shonld levy an aci-eaga doty on th 
is delivered to the licensed manufacturer at the bonde 
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•warehouse you should refund the acreage duty. The acreage duty meanwhile 
is a guarantee that the stuff has not passed into consumption. 

A . — But since the cultivator is to be licensed for growing tobacco, if he 
violates the conditions he can be punished. 

Q . — But what hold have you on him? What penalty are you going to 
impose? 

A . — penalty can be imposed under the license. 

Q . — You don’t think that the levy of an acreage duty would serve as a' 
•check ? 

A. — No, I do not think so. Besides it will also add' to the work. 

Q . — The cultivator may sell three-fourths of the crop locally and take the 
rest to the manufacturer. 

A . — But that would be known to the officers. There will be estimates. 

Q . — ^But the patwari may take a little remuneration. Would he not? 

A . — But still it is difficult to falsify accounts to such an e.vtent. I think 
it is better to find out these things by experience. 
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SOth Febraary 1925. 

Lucknow. 


Pbesent 

Sir Ca^^t-ES Tqdhcnteb K C S I ICS, President 
Sii Bijay Chai^p ^rAWTAB GCIK> KCSI, 10 M, Maharajadhiraja 
Bahadnt til BiMd^ian 
Sir Percy TH0ltP3o^, KEE, CB 
The Hon’ble Sardar JoQENDRA SlBOn 
Dr R P PaRa'tjryx 
Dr L K HYDEr, ML A 


Mr. T. GIBB, Excise Commissionei, United Provinces, was 
examined. 


Wri'ten memorandam ot Mr. Gibb. 


Q I —I am unable to offer an opinion 
Q i —I haTe no vuggestions to make 

Q SI ~It IS for tlie Committee's consideration, I think, whether the excise 
taxation of this country, though indirect, is wholK voluntary Opium consump 
tion, fop example, is not altogether volantarv The medicinal use of the drug 
18 universal lu the same way consumption ot spirit is dictated largely hy 
custom witness its use lo marriage and religious ceremonies and as a pro 
phylactic against maUna iti many tracts During the last influenxa epidemic, it 
was, practically, the onlv medicine and preventive used^ The only excise tar 
which I would place definitely m the voluntary category, is that on hemp 
drugs though here again consideration ought to be given to the use of hhang 
as a substance with aiknowledged medicinal virtues during the hot weather, 
and the use of cA<ira« and gonja by teligious ascetics It it be accepted that 
the taxation on hquor, opium and hemp drugs is voluntary, it would be neces 
sary,^I think, foi aboie reasons to segregate the revenue derived from voluntary 
consumption and include it only in estimating the burden upon the taxpayer 
I am unable to say what the imolunlary percentage should he but would 
suggest 25 per cent as a rough and arbitrary basis 

Q S3 — This may be true of occidental countries but does not apply to India 
I am of opinion that, m a com try like India in which the subsistence level is so 
pitiably low, even moderate indulgence in lujuor, opium, and drugs constitutes 
a definite md obvious economic burden Taxation should, therefore, be as high 
as IS compatible with good adroinistratiou Revenue should be a secondary 
consideration 


^ 1 would recommend ou excise on aerated waters and patent medicines 

leiied by mf-ans of an excise stamp and a license fee for sale of tobacco 

9 50— I think the graduated or progressive principle applied to tobacco and 
spirit* would be difiicult it not impracticable to apply in practice If it were 
practicable, I should, for reasons ol public health, prefer, m the case if liquor 
to see the grading downwards The inferior grades of spirit should he Uxed 
highest The diffitmlty lies m distingqishiog which is a superior and which 
18 an inferior brand except through the jn'tce 

<2 6/— Tlfc position in tins protinco is peculiar The province w the seal 
^ orthodox Hinduism winch is strongly ranged against indulgence in Imuor 
Moslem opinion is also strongly opposed to it There has also, undoubt 
ediy, been a Wide change, in recent years, in the mentality of (he 
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consuming classes towards indulgence in liquor. This change began with 
the politico-ethicaJ camp'aign against drink in the beginning of 1921, The- 
campaign synchronised with a heavy increase of excise taxation imposed from 
1st April, 1921. This increase affected the spending power of the consuming 
masses seriously especially as ' the fost-bellvm deflation was just beginning. 
The result Avas a decrease of 48 per cent in licit consumption in 1921-22, a large 
fall in revenue from country spirit, and the outbreak of illicit distillation in 
tracts CQiupai-atively free from it previously. In 1922-23 consumption fell further 
by 8 per cent and in 1923-24 it declined by 9 per cent. The province possesses 
large tracts in whicii the mahua tree flourishes and it is the premier sugar-cane 
growing province. In the eastern districts the toddy palm abounds-. Every 
district, therefore, possesses natural material for production of illicit spirit. This 
being so, I am of opinion that any scheme of prohibition would be doomed to 
failure. On the other hand, there can be no question that such public opinion 
as exists is solidly opposed to the drink trafiic and this opinion has gathered iorce 
steadily since the events of 1921. Publicists, I gather, do not generally favour a 
prohibition policy. The practical difficrrlties ar'e generally recognised. There 
IS practical unanimity, horvever, that taxation should he maintained at the higli 
point reached in 1921-22 so that no encouragement should be afforded to indul- 
gence. Local option is generally recognised as the next step towards prohibition. 

Q- G3 . — While I am opposed to total prohibition, I Ibjnl!: that the strong 
fiscal measures taken against indulgence in drink will, eventually, call for 
exploration of nerv sources ot revenue. The loss to provincial revenues by the- 
action so far taken is roughly 50 lakhs. This loss to a population of 45 millions 
is equivalent to only annas per capita and could best be made goad by a 
capitation tax of 2 annas I think. In my reply to question 49 I have suggested' 
two other sources but am unable to say how much they could be relied on to 
contribute. An increase of stamp duties seems to me also a possible source. 
An argument against succession duty lies in enforcement especially in view of the- 
litigation which almost invariably ensues oi'er succession in this country. 

Q. 63. — I accept most of the statements. 

Q. 6 ^. — I approve generally of the policy being pursued in this province 
except that it is a little in advance both of the political and administrative- 
genius of the people. The chief danger inherent to the policy is that it tends 
to drive underground a comparatively trifling social evil, if an exceptionally 
moderate consumption of alcohol can be so termed. 

n V 

Q, 66. — Taxation on country spirit in the United Provinces is Rs. 8' 74 per 
imperial gallon. In 1920-21, it was Rs. 6-94. I consider that the latter figure re- 
presented the limit of spending power of consumer. As stated above, the increase 
was imposed from 1921-22. 1 was consulted before the increase was decided on 
and expressed my opinion against the proposal. 

(p. 66 . — There lias been no increa.se of taxation since 1921-22. In the four 
years following there has been a steady increase of excise crime. !'■ 

Q. 67.~Yes. 

Q.'''68 . — I see no particular objection to supplemeutasy duties provided _ these- 
duties are uniform. Obvious complications would ensue if rales were not uniform. 
Supplementary duties, if adopted, should be imposed by the Customs on first 
entry and allocated by book transfer to the province of destination of goods, 
otherwise duties would be difficult to collect. 

Q. 6<?.—Tbis is a difficult question Avbich is at present under the consideration 
of all Local Governments. The difficulties of procedure are not insuperable but 
varying rates of duty, whicli are, in my opinion, quite unnecessary would 
seriously complicate procedure for adjustment of revenue. 

Q. 70. — Revenue irom iari is, certainly, capable of some expansion but 
difficulties of realisation stand in the way. The castes engaged in the trade 
of tapping and selling the liquor in these provinces are extremely pool and 
ignorant. They have, in most cases, no settled place of residence or property 
and," if they fall into arrears with collections, forced realisation is fruitless in 
most cases. The tree-lax is in force in two tahsils of Gorakhpur district, as 
an experimental measure, Avith fair success. To the tree tax is allied a fixed 
surcharge per tree for right of vend. This system entails additional staff but,'* 
at the present stage, is the best possible I think. The Aveakness of the auction 
system, at stated, lies in difficulty of realisation. Since 1921-22, -the tari reA'enue- 
hus risen from Es. 3'36 to Es. 5-20 lakhs. 
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Q 72- — 

Q 73— Yes 

Q _Tl)e system of retail \w»d of countrv spirit, opium anil licmp drugs 
in these piovmces ja the craduitcd sutchirge fee system I am of opinion that 
it IS the best possible As the retail price of all iVitre fttlitles la fixiid unuet 
the sjstem tlie question of monopoly docs not arise 

Q 75— Yes a greater luoasurc of uniformity is desinble There is a distinct 
point, hoviCNCr, beyond which this province cannot advance owing to the fact 
that with e^cr> increase of rate by 6o\crnioent, retention of crude o^ium on an 
increasing scale lesnlts The same difTicnUt does not arise m provinces where 
there is no poppy cuUiiation The coinparatiiely low taxation imposed by most 
Indian States also conslitiitcs a serious aifficully 

Q ~C — I would be stronpiy opposed to cmplo^ent of salaried persons for 
retail sale Under the graduated surcliarge license w sjstcm vendors nro selected 
and are practicalli in the position ot commission agents of Government The 
general adoption of this sjstem in India would, I Uunh, be suitable both from 
the revenue and administrative standpoints 

Q 77—1 would recommend greater concentration of cultivation Tiia po^py 
13 cultivated at present in 29 districts It should be possible, I think, 
in view of falling demand to do awa> witli cultivation m a good manv dMtncts 
and eventually conflno cultivation to a more or Jess compact area, as near tho 
lactorv ns possible, on which the preventive force of the Opium Department 
could he cencentrated to obviously ercater eflect than at present Steos UiQuld 
also be taken by the Government of India to limit cultivation in Indian States 
to actual requigements and td iiadnce Siates to come into hno with taxation m 
British (erritotv Tho iarR« hulk of smuggled drug comes ftom Uu. States vn 
Central Indti 

Q 164 —The obvious difficulty m the way of the proposal of a basic rate is 
that Fxci» is a transferred subfect m all provinces except Assam Ihis being 
the ea<e excise pohciea, taaation and procedure vary considerably from province 
to province and I do not liow under pi-isenl circumstnnces this is to bo 
avoided I am strongly iti favour of an annual conference of Srciso ^f/nisters 
and Excise Commissioners At this conference rates of duly, excise pol cy and 
procedure could be discussed This I Ihmk would result in uniformity on all 
essential matters which are likely to prove a source of embarrassment to one 
province ns a in another 


Wr . Gibb Java cral Mideitte as l6lla«s 


fAe President (?— You are the Excise Commissioner of the United Pro- 
vinces’ 

A —Yes 


Q— Uow long have you been vn tho Dcpartnient’ 

came out to India from the Home Customs and Excise Denartment 
m 1909 as an expert officer for the UaiUd Provinces, the Punjab, tha North- 
west Frontier Province and Ajmer Merwara In 1920 I was appointed Deputy 
gcise Commissioner m the United Provinces and in January 1922 Excise 


Q — The Excise Report for the year ending March 1923 
A —Yes 


was written by you? 


Q — The report fm* the succeeding 
yon Were in charge of the department 
A — ^Yes 


year v^s written by Jlr Waugh though 
virtually throughout the year’ 


<?— in ansvver to fiuestion No 25 y<« say that “in a country like India m 
which the subsistence level js so pitiably low, even moderale indulgence in 
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-liquor, opium and drugs constitutes a definite and obvious economic burden ” 
You mean the expenditure on these articles? 

4.— Yes. 

Q- Is it a burden that ought to be got rid of because it is not good for 
the people? ® 

d. — ^Yes, if possible. 

In reply to question No._ 49, you say “I would recommend an excise on 
aerated waters and patent medicines levied by means of an excise stamp and 
a license fee for sale of tobacco.” iYas there a tax on aerated waters in 
England ?. 

A. — I think so. It was a simple stamp duty — a stamp that was pasted over 
the cork or over the ball. 

Q. — What was the amount collected? 

A. — I am afraid I can’t remember. 

Q. — ^You think it practicable to levy a similar tax here? 

A. — Quite. . -> 

Q . — How would you do it? 

A. — By a stamp affixed over the mouth of the bottle. The Excise Depart- 
ment would see that no unstamped bottle is sold — ^just as in the case of a box 
■of pills at Home. The manufacturer would affix the stamp on the bottle in 
such a way that it is broken when the bottle is opened. 

Q . — In the- case of patent medicines, the medicine will have a name. They 
want to advertise it as somebody’s pills and they would not have the same 
sale if they do not have their name. Is that possible with regard lo aerated 
waters ? 

A. — I think that aerated waters are more or less a luxury in this country. 
Some people might say that they are a necessity; but to the large majority 
they are a luxury and as such why should not some duty be levied on them? 
And the method suggested is the only practical way that I can think of. ^ 

Q. — Can you give us the period when this duty was levied in England and 
■when it was abolished? 

A. — I do not exactly remember. 

Dr. Paranj'pye. Q . — Have you formed any idea as to how much it will 
produce ? 

A. — I am afraid I could not. But it will be very substantial. 

Q . — At about 3 pies per bottle? 

A. — ^Yes; that was ^ what was in my mind. 

Sir Percy Thompson. Q. — ^Don’t you think it would rather tend to fall on 
the European community? 

A. — I do not think so. 

Dr. Paranj'pye. Q. — Don’t you think that aerated waters are at present 
helpful from the point of view of health? 

A. — Quite so. That is why I said that probably some people might con- 
sider them a necessity. When I go out to camp I always take soda water wth 
me as a measure of precaution when I am doubtful about the local water supply. 

If you put a small tax on aerated water I think you can get a considerable 
amount of revenue. 

Q. — I suppose you would also tax substitutes — Sparklets for example? 

A. — ^Yes; you will have to do that. 

The President. Q. — Could you not have the tax on the cylinder of carbonic 
acid gas? 

A. — ^Yes; very easily. There are only two firms here which manufacture 
gas and perhaps it would be simpler than the other method. 

Q. — You propose a license fee for sale of tobacco? 

A. — I propose it because tobacco, I understand, is at present taxed through 
"the land revenue. It is subject to the land revenue as an agricultural product. 



Dr Paranjpye Q — Bat how mU yon bo able to fix the fee’ How can you 
find out who deals on a large scale and -wbo on a sTnallet scale’ For instance, 
we Were told m Benares that a shop 25 square feet in area was let at Bs 300 > 
a month 

^ — ^You can fix the fee on the rental of the shop 

iS<r Percy Thom.p'>on Q — Js jt not difficult to do so beiXiqse it may sell 
other things as well’ 

A — Yes, it may 'be difficult 

The President Q — There is a scheme in force m Patiala It is somethme 
like the outstul system You sell by anctioa the monopoly of vend for a given 
area, you vJlow cultivation free but you requite the cultivitor to sell only to 
a licensed vendor either in his own or some other area I think it vields 12 
jafcas V year m Patiala The system is also in fo'ce in Travancore * Suppose 
^ certain quantitv for domestic consumption In France it is 5 

„ afraid I would not like to offer a definite opinion about that 

nut 1 think it would be exlremely unpopular 

Q -^ou have restrictions imposed in the case of gonja, opinm, etc’ 

^ — It might be done in that way 

» .^'^gS^stion is that you should levy an acreage duty on fho 
hai^ and all the tobacco should be taken to a warehouse The acreage duty 
e refunded when it is deposited in the warehouse Then you take your 
evetSB duty on issue f'-om bond ^ 

theij^^stio? *^*^^“* ^ ‘“’5' «P’Dion J have not studied 

Would you like to take the excising of that m your dwartment’ 

A -Yes Of anything 

ur Paranjpjc Q — Bwt not when il is an acreage doty’ 

■f —No 

Dr Byder Bould you lax Indian patent medicines’ 

of h« ’f'"* mlh L™moU° 


1 a prescription . 

malaria and cholera 5 nccific <3 h-,wo 
of (fo^aodrs botfe? 


do Qot think you would charge 
medicines such 

There uiU be no difficulty m taxing them — 

fiAa I' ^ ftr a apoo.bo poapo. 

erne? aod ,f ooo 

(0 s«I° alf of“'S “''"‘'s*" a”'" ‘"f 

1 s” 

common mcd,„m"7’" ^ ™ )«» >»as{ on u,, ___ ,j, „„ of 

“°™ 'k'/»cc?drib!f ■' leant h escajjs tio to!»W “ 

\ 
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nnother medicine I know called Royal Yakut! advertised 
tor ^ Rajas and rich men only. Ten rupees is charged for a bottle of pills, 

f/ic President. <?.— You would apply the .same principles as in England. 

I do not think I would draw any line at all. 

you draw any distinction between medicine prepared from a 
prescription and a British Pharmacopreic preparation? 

d-~— The issuing of a prescription is quite a dilTorent thing. You should have 
a regulation showing what constitutes a patent medicine. The label and cover- 
ing in which the nicdicinc is enclosed should be taken into considera- 
tion when deciding liability to stamp. 

Q . — Does not the patent lie in the sccrccv of the formula? 

-I— Yes. 

Q . — Have yon bad any considerable number of cases of e.\'emption of spirit 
for use in medicines? 


•ff- — Yes. The great dilHciilty is that one province imposes one rate of duty 
and another, aiiotbcr. Tliore is no uniformity. Bengal imposes Es. 5 per L. P. 
gallon.^ Y'c_ charge Bs. ld-10-0 per imperial gallon. The spirit does not really 
enter into the composition of the medicine at all. It is used as a solvent to 
dissolve the tinctures, etc. Tinctu'-c of opium has a very thick consistency and 
it won’t dissolve in anything except very strong alcohol. We issue spirits 
free of duty to ordnance factories; also to colleges for preserving specimens 
and laboratory work. 

Dr. Pctranjp]/c. Q . — Do you issue it free to colleges? 

Tes. 


<?. — If duly were levied it would induce the college authorities to Jic 
•economical and stringent. 

T/ic President. — Tliat is the idea. 

Sir Percy 7'tiompson. Q . — I am suggesting that tiic iksue of spirit free of 
duty promotes the cause of education. 

A. — Wc do not issue very much in that way. As regards industrial con- 
cerns it is a different matter. One firm applied for a thousand gallons annually 
for making transparent soap. 

Q . — Is methylated spirit drunk? 

A . — I lia\’e had no complaints. People who will drink Indian methylated 
spirits must lie hard put to it to find an intoxicant. 

T?ic President. Q. — ^You think publicists favour prohibition. 

A — I do not think so. I mean moderate opinion is not in favour of it. 

Q. — They do ask for local option. 

A. — I think only men of extreme views would advocate local option. 

Q. — Have you pursued a policy of reduction in this province? 

—Yes. We have certainly reduced the number of shops greatly during 
the la^. three years. I am chiefly concerned about the area that the shop is 
serving in some of the districts. 

Q. — ^Wliat is the area? 

A. — The biggest areas are in Aligarh and Etali districts. 

Q. — In the Punjab you have to go 15 miles to get a drink. 

A. -—I won’t put it as high as that here. We recently had a conference and 
1 suggested redistribution of shops so that each might serve a moderately sized 
area. 

Sir Percy Thompson. (?.— -We were told that the reduction in the number 
of shops is as much responsible for the illicit distillation as the increase in 
duties. 

A. —It is possible but difficult to say definitely. In many districts illicit 
distillation is reported to be trifling, in other the reported number of cases is 
steadily increasing. It depends upon the character and activity of _ the staff. 
If you have got a specially keen staff more cases naturally come to light. 

Q,_-\Villi reference to the administration report for the year 1924 do you 
propose to continue the reduction of shops? 



A —We do not suggest further reduction, the number of shops is more or 
less fixed by local Excise Advisory Committees and Licensing Boards 

0— With reference to the loss of fifty lakhs of rupees, you think it might be 
jnade good by a capitation tax of two annas 
d — \e5 

Q — Is it better than the excise duty’ 

A If the excise tax is to be abolished, then a capitation tax would touch 

everybody The excise lix affects only a limited class from whom a -very large 
8>um is being collected annually at present 

The Preetelent Q ou say that the chief danger would be to drive under 
ground a comparatively trifling social evil 
■f— Yes 

Is there a steady increase vn the illicit distillation’ 

A —According to the statistics there is but such statistics m this country 
depend very much on the keenness and activity of the staff which vary greatly 
In a place where the police are very keen on prosecutions tor dtuukentiess for 
example more offences are reported Similarly in the case of excise offences 
the number reported greatly depends on the activity of the officers In areas 
where illicit distillation has been always piesent the nutnhet of cases has lU 
creased greatly 

Q — Last year instead of a decrease m real consumption there was increase in 
the illicit distillation 

A — ^mce the time of the movement against drink public attention has been 
focussed on it That is one ualural result of the movement 
Q — Have you tried shorter hoots* 

A —Yes Cawnpore la an industrial centre After the miUs^ close there js 
insufficient time for the operatives to get their drink ^ people ^ught it m 
anticipation and sometimes sold it to others That is one method of evading 
shorter hours 

C— Does your staff control the shops as well as illicit distillation’ 

A —Yes, hut m this proviace the excite staff js not supped to be the main 
instrument for excise work It is an auxiliary agency The revenue and the 
police staffs are supposed to be the mam agency for prevention of illicit distil 
latiOQ 

9 —Do jou think you can ever enforce such a drastic policy without a special 
•taff ’ 


A — ^I am doubtful of it We could never compete with the illicit distiller 
in the matter of pnc“ 

Q— Would you mind explaining the new system of licansmg shops’ 

A —It 18 really not our system Although I suggested something of the kind 
Jnnr*'® V® system The report of tfie Excise Committee of 

19C6 recommended the abolition of auctions and the substitution of a fixed fee 

Q — ^kou did not experiment’ 

A —We did as a result of the experience of Bengal 

Dr Paranjpye ^~-Is the Excise Department keen on following the policy 
of the Legislatuo Council’ f J 


^ T think so , we hai e done our level best to carry out the policy 
rA,e PrcMrfent Q— How exactly do you work out the charges! 

d — It 13 an extremely simple method The wholesale price, the duty anc 
retail price are fixed in the case of eadi article The total of the whoksah 
ft/’'® deducted from the reUil price gives a margin which i< 

dnidcd between the Government and the vendor according to a scale of fee- 
graduated according to sales 

C—^Wiat IS the maximum share that Government take’ 
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*4.— In the case of country spirits the averape wliolcsale price is Rs. 1-25 
and the average rate of duty is Es. 6-38 per gallon. The average retail selling^ 
price is^Rs. 12-14. . The average margin is Rs. 4-52 of which the State receives 
Hs. 2-3/ in fees and tlie vendor Es. 2-15 for expenses and profits. During the 
current year the scales of fees liavc been raised and the State share has conse- 
quently increased. 

Q.— On the first 100 gallons you divide the profits in certain proportions. 

4.— Roughly sales of 10 gallons monthly give a man a gross profit or in- 
come of Rs. 40. Government takes very little of that. As the sales increase 
the share of the State increases. We had one shop from which we recovered 
Rs. 56,000, the highest single shop fee on record. 

Q - — Is there illicit practice by the vendor? 

-I- — I think you cannot devise complete safeguards against dishonesty what- 
ever system you adopt. The merit of the system is that the vendor can mak© 
a decent profit ana if he cliooscs to sacrifice his living by dishonesty he can 
be ejected immediately. The scales of fees arc so calculated as to give him a 
reasonable return on tlie worlciTig capital engaged and for his work. We place 
a premium on his lionesty. The auction sj'stem by exorbitant and, often, im- 
possible bids makes dishonesty inevitable and conduces therefore to corruption 
of the staff. 

Sif Percy Thomq)son. Q . — When the profit of the retailer is extremely 
small there is very little inducement to sell goods. -The premium on his honesty 
is greater than his profit. 

A. — A groat many factors come into play there. The auction system as it 
stands induces dishonesty. It is not an honest system. No Government in' 
India can say that it is honest. 

Q. — ^n^'hy is that? 

A . — Liquor vendors, at any rate those in the United Provinces, are a poor 
and ignorant class. A man used to go into the auction room, pz-imed with 
liquor in a good many cases, and in this state and devoid of the education and 
knowledge to know how much a shop was worth, commenced bidding. His 
shop was, in most cases, his livelihood which he knew he had to be the last 
bidder to secure for another year. The higher the bid the better the presiding 
officer was pleased. The aid of all revenue and excise officers was invoked to, 
secure competition. Rival v.-as pitted against rival and bogus bidders were 
introduced if necessary. In order to make good ail excessive bid the vendor 
was forced to push sales and into malpz-actices such as watering, short measure, 
sales after hours, etc., and it was of course impossible for him to do so without 
corrupting the inspecting staff. No Government should countenance such a 
system. It is neithez’ honest nor dignified. Of *tlie present system it can at 
any i-ate be said that it is inherently honest in its intentions and principles. 

Q. — ^What would you do to abolish this? 

A. — We do not put the vendor in the impossible position of not being able to 
conduct his business honestly. If he does not do so we can take_ his business 
away from him. We can also call the staff to account if they permit dishonesty. 

The President. Q . — ^You cannot expunge the tricks of the trade by reducing 
the penalty. 

A . — If under the auction system we h^d enforced penalties strictly the 
vendor might have pleaded : “you took this exorbitant fee fi-om me and I could 
not make up the loss in any other way except this dishonest way.” I may be 
old fashioned,- but I say that no Government can countenance a system which 
induces dishonesty. 

Q . — ^You do not subscribe to the statement that the auction system was a 
monopoly ? 

A . — The auction system, if it did not insist on fixed sale strength and hours 
of sale might possibly be the best from a revenue point of view. It would cer- 
tainly not be a temperance measure to reintroduce it. 
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Dr Byjder 0— do nob ^\^sU to create vested mterests That 'was the 
reason v.l)y the Excise Committee of 1W)6 condemned the system of auction 

Tit Prt'itihnt Ihe jKiiiil of the auction syatem is that il is not going 

to allow Vested interests to g-^w up 

Dr Ilyler That is precisel> why thev came to this cutthroat competition 

Sir Percy TAompson Q^Would it not be possible to combine the two 
s\ stems, «c to have an auc ion with an upset price’ If you find moie than 
one person willing to pay that npset price do it by lot 

A —It could he done, but you are coming down to the question of lot again 
^_What seems to me to be tlie evil of the system is, when a man sells a 
certain quantity he ceases to get the profit 

^ Thnt IS not the cijse We have so devised our scales of fees between 

our biggest and smallest shops that they leave a man, at an^? rate a small profit 
on e\eiy gallon he sells and the mam object of the system is to discouiage the 
pushing ot sales which was one of the chief defects of the auction system 

/ he President Q — Is not t at actually happemog ih transfers of sales fiom 
the shops wifli large sales to the shops with smaller ones’ 

I — No It IS the opposite way about In a few isolated case? small shops 
have tal en issues which have been transferred to the larger shops for sale 
Dr Paranjpje Q — Couldn t they transfer their spirits from one shop to 
another’ 

1 — We have that in one or two cases If you could devise a system that 
IS proof 'igainst all fraud it would be a good thing We are going to introduce 
the sale ot liquor w sealed bottles in towns 

Dr Hydtr Q— For consumption— on»or off the premises’ 

4 —Off the premises, this is going to be introduced within the next four 
O’* five months 

The President (}— In the Excise Sdniinistralion Report ior the year ending 
5ist Varch 1524 the following passage occurs Smuggling from areas where 
the scale of license fees is low to areas whe'e the scale is high is known to 
take place, and those vendors who do not stoop to malpractices are careful 
that they do not take more spirit than they can issue in a month In some cases 
they have been found co-operatmg to eke ont each other s stock ” 

A — ^We had two cases like that 


Q — It is fuither stated these and the other devices alluded to are largely 
responsible for the decreased yield per gallon of license fees as compared wpL 
tiie auction system ' 

A —I do not think it is quite right to say that We cannot get the same 
amount of fees under any system Onr fees are derived at present from 700 000 
gallons as against a milhon formerly We cannot possibly by any system get 
tlie same revenue as you would from the milhon 

Q — But these praclic s do take place’ 

A — In a few isolated cases 


Q — \Rain on page 26 the report says it n quite clear that any applicant 
of any class for a shop is out for profit, and it cannot be said that the dis 
placement of a licensee merely because he w inferior in birth or social standing 
to some other applicant is justifiable on anj ground moral or otherwise ” Yoh 
oonfider that any man who goes into the liqnor t’-ade is out for profit’ 

. connecled with the trade now and I had come 

to that sad conclusion many years ago. 

to qw«tioTi ?Io 68 'ion suggest that supplementary duties 
^lonld be imposed by the Customs and allocated to provinces. Would ml that 
ieid to great complications between proxinces’ 
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A . — do not tnow liow you are going to collect, them. Suppose you had a. 
firm in Bengal exporting a consignment of spirit from, say, a wholesale vendor 
to a private consumer in this province and them supplementary duties were 
difierent from those duties here. 

Q - — ^Is it not undesirable to have any supplementary duties? 

d.- — I was hurried when I drafted my replies, hut I thought that it was a 
definite proposal that was contemplated. 

^ 

Q . — What is Bombay doing? 

d. — They have a supplementary licensing fee. 

Q. — ^Don’t they ask you to levy a duty on spirit? 

d. — Their method is this ; when they get a consignment of foreign liquor 
from us, they make the vendor pay the duty in Bombay and pay in addition- 
a fee, I think, of about Ee. 1-6-0 a gaUon which is additional to the duty and 
which is a licensing fee. The Central Provinces are doing the same. 

Q. — They make them transport in bond and pay their rate of duty when they 
get the stuff 

d. — The peculiar thing in Bombay is that they make the man pay his -duty 
first and then transport in bond. 

Q. — Don’t you claim something out of Bombay for charges of supervising 
the distillery i 

d.^ — 'Yes, 2 annas a gaUon. 

Q. — ^You are not counting that? 

I 

d. — No. 

Q , — ^You do not want to impose any further tax over and above the 
Es. 21-14-0? 

d. — We are trjdng to ascertain what the Bombay plan is. 

Q ^You are actually getting half a lakh of rupees a year out of the Central 

Provinces on account of these duties. 

A . — ^We are getting from the Punjab J;oo. A similar situation arose in 
England at one time and hlr. Gladstone settled it by a very simple system. 

All that he did was to give each wholesale vendor a pass book and the vendor 
made in it his own entries ; at the end of a quarter the Excise officials inspect 
the book and find out the quantities exported. It was _ a dispute over the 
distribution of taxation between Ireland end Great Britain. 

Sir Percy Thompson. Q. — It was purely academic and merely for statistical- 
purposes. 

d. — ^That may be so. 

Q. — I think it was over a complaint that Ireland was overtaxed. 

d. — Yes. 

— This expedient adopted with regard to liquor has nothing to do with- 
the incidence of taxation. 

A. — I have tried to persuade the various provinces to adopt a simple system- 
like that, but the only difficulty about it is that you cannot get any rmiformity" 
of procedure. 

The President. Q . — ^How are you going to fix a limit for private possession? 

A. — I suggest we should t'ake 2 gallons as the limit and aEow it to be- 
free. 

Q. — You would limit it to 2 gallons and charge everybody who had more? 
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4 — Private possession -would not be a very serious item I tbink pioynces 
could aBord to disregard it Bombay bad a i^aiatioii at one time that It you 
-went to Bombay m possession of more than a certain quantity of liquor you 
were liable to be prosecuted That -was broken every day, because the refresh 
ment car passing from Calcutta to Bombay -was carrying a larger quantity 
Q — ^What -would you say to banding o^er the whole of the duty on every 
thing that pays a duty at the tarifi rate to the Imperial Government and get 
nd of this dispute between provinces’ 

4 —That -would help 

Q —1 ou say that the tree tax is in force in two tahsils of Gorakhpur dis 
tricl and that it has been fairly successi-al 
4 — Tes 

Q — ^You are not going to extend it’ 

4 — ^Yes, if I could get the staff 

Q— So far as it goes you are satisfied with it’ 

4 —I am satisfied that the profits on the tapping of trees in the province 
are going, not into the hands of the people who are actually doing it, but into 
the hands of the money lenders 

Q —One of the difficulties is that the castes engaged m the trade are a poor 
class 


A —Yes 

^ —In the Central Provinces they found that an enhancement of the price 
of spirit has led to the spirit vendors going into the tcx^y business 

4 —We have had the same experience For instance m Cawnpore, -we have 
just had a lot of Bombay people oome up to take shops and they have introduced 
a new method of tapping 

Q — la not the consumption of tan increasing’ 

4 —Very much I 

Dr Hydtr Q — What are your hours for sale of tar\ ’ 

4 —The same hours as for other^articles except m tan districts -where you 
get fresh jutce m which case we allow the sale f'om sunrise 

Tht pTtiidtnt Q —It is slated m the report that ' ths Assistant Excise 
Commissioner, Luckno-w, points out that the average alcoholic strength of tart 
IS only 6 50 ’ 

'■ 4 —1 do not think it is quite right 

Q—I think more bhantj grows m the United Provinces than in the rest nf 
India put together 

4— Yes 


Q — ^Is it cultivated’ 

j / >>'>’» ;o cnluvatiim Wo tad il m ono lahsd m Iho Fattuihabad 

district and we abolished it this year “fiu* aoao 

Q — Where does all Ibis wild stuff go to’ 

as teit ^ “ mtccted and sopplied to all dislncls ot Its proTmee and exported 


Q — II IS gathered about now 


Q —Have you had any tests made as to its strength » 
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:t pxci ' s'l-fT r/. uH except oji j rev* ntiva dotk-'^. 

O- — r< "'d jou i i'(. Jin: )-“p dnip .>T.‘''r:or»'>''.Y' 


Gh'-ripur, 

<7--~Voa v'oald t.avo r. Mor-p'dy, !>ut tvi.en it comes to employing salaried . 
ver.d'-rs, I st--- t’ at you okji'.t t.> 

-'I— ~-Onr lynti'jt i-. a*, pro.'':-: c-'|uivaknt to a system of salaried vendors 
v.-jtii rnt.e oi itc dravoncks. I v. 3tiid not iii:c to make any extension of vriat 
15 termed ‘'.Mii'nrcjr.-i'' s-rvrnts o: Government.” I am against iovr paid 
.appointments under G-j'-erntnent. 

0.'-~ds'ec-cl tl.ev l>e I'or-paidi' v 

.d. — -They WfiiilJ 1" in thj= province, because there are very fevr large shops. 

Q' — I? it cafe to hccii a lcv,-- 2 >a:d excise staSi 

.1. — -I do not think to. 

k- — Vc.u t.'vaid r(tinimtr-d, an rmnuai CYr.fcrence of Excise Junisters; 

j. — ^Yes: the diincuity under the present system is that one province has a 
diEerent policy from another. 

Dr. Hyd‘'r. Q .- — ^tVere the rcrommendslions o£ the Committee or 1&21'22, 
of ivhich yon were a member, carried out! 

— ^Yc 5 , they vrere carried oat in the follovring year. 

T1 ^ Ilfin'ld, Sardar .7o,j,'>;’r{i Shif/h. O . — ^You remark that deSation has 
.1 a ".ay m.icty.i the pnrtiias-ng iio-.ver ci the people 

.i. — ^Dedation took place when there vras a very great rise in the price o£ 
foodstuffs in August 1920 or IKI, 

Dr. Et/dtr. Q . — ^Do you think that if the drag habit vrere put dovrUj it 
would cause trouble among the religious ascetics! 

J.. x do not think so. It is a thing of sentiment. I think there would be 

very considerable objection to it, bat I do not know if there would be trouble. 



Mr. A. A. 'WAtrGH, I.C.S., Assistant Commissioner of Excise, 
' Cnitea Provinces, was next exammed and gave oral evidence 
as follows:— 

Tht President C— You were actuig as Excise Commissioner for the United 
Provinces ’ 

C— For how long^ 

A —For SIX months, from April to September 1924 
Q — ^Vou have had experience as a District Officer^ 

A —I was a District Officer for three years before that 
<2— In yone Excise Administration Report for Ihe year ending 31st March 
1924, you state that “it is hardly surprising that the agriculturist is not pre 
pared to walk ten miles to the shop of some mral monopolist, and back again, 
to obtain an article which he regards as prohibitive in price" 


A — That IS. m some districts, there are shops serving areas of even so 
much as 100 sq miles 

Q —Do yon find that reduction in the number of shops has gone too far 
or, at any rate, as far as it ought to go^ 

A — ’1 think it has gone too far 

Q — ■'What do you mean by “rural monopolist'*^ Is it your opinion that 
each shop does represent a monopoly’ 

A —In the rural areas excise shops ate now so few that the vendors are in 
the position of monopolists 

Q— There is no sort of competition between any shops’ > 

A ^No, not now 

Q— Can you ensure that the mral vendor sells at fixed prices* 

A —I do not think so, his shop can only be visited at infrequent intervals 
C— -How often’ 

A —The travelling allowance of the Exciso stafi has now been cut down 
very much Some shops are inspected once a month, some twice a month, and 
acFine once in two months 

Q — How many Inspectors are there’ 

A — There are about two preventive Inspectors for each district 
Q— "What is the nature of the duties of an Inspector’ Does he test the 
strength of the liquor’ 

A — ^Yes He is also supposed to make local enquiries from village head- 
men, from zammdars, and from village people generally 

Q —Do yon f nd that the feeling in the countryside is on your side or on the 
side of the illicit producer’ 

A — The whole countryside is against the Excise Department and m favour 
of the jllicib producer 


Dr Hydtr C— Ooes the peasant m the United Provinces drink or only 
the low class people, for instance, the Kon}or$^ 

A —So many of out cuUwators ate low caste people 

Tht President Q— Yon consider that Iho policy is proceeding too rapidly 
m advance of slowly ch-inging social habits’ There is a tendency towards tem 
perance, but you cannot force it 


A —Yes Attempts to enforce compulsory temperance arouse hostility, 
e— Vendors nte selected ly lot from amongst a number of apolicants 
When was this process introduced’ 



nm prenousU thej were artnxUy allowed to he 
ing board without the drawing of lots? 


selected by the Iiccus 
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Yes, in 1922, in certain municipal areas. The Collectors used to make 
selections for rura]_ areas, but since October 1923, all selections of neiv licensees 
oy collectors or licensing boards have to be made by draiving lots, under the 
graduated surcharge fee system. 


Oie 1923 Report, I find that an appeal vas made on a proposal by a 
licensing board to discharge four respectable licensees, against whom there was 
no specific compiaintj and to appoint near relations of two of the members of 
the board m their place. 

A . — Very likely. 


The systom of selection by lot was introduced to do away with that 
kjnd of thing? 


A . — It was to do away with that. Selection by lot was introduced in Octo- 
ber 1923 as a result of experience in 1922. 

(?.— That was really to some extent a confession of inabilitv to find dis- 
interested people by a process of selection without lot? 

A . — I am afraid it was. 


Q - — Tou say that among the defects incidental to the new system yon find 
that som^ vendors, in order to avoid payment of license fees on increased 
issues at a higher incidence, adulterate liquor, or “profiteer” on such issues as 
they take, or habitually keep insufficient kock, 

A. — Yes. The last two things are connected together. 

Sir Percy Thom.'pson. Q . — ^How does keeping insufficient stock help a vendor 
to make more profit? 

A . — Suppose you are the liquor vendor of a rural shop, and that you took 
10 gallons of liquor from the bonded warehuse for sale during the month, and 
that you are bound by license to sell only at the price of Re. 1-8 a bottle. 
Suppose, also, that the average consumption, or the consumption in any parti- 
cular month, in your area is not 10 but 15 gallons. If you go hack to the 
warehouse for 5 more gallons of liquor, yon incur the fatigue of walking, or the 
expense of a railway jonmey, and you pay license fees at an increased incidence 
per gallon on the total stock taken by you during the month from the ware- 
house, besides possible extra douceurs to the stafi and contractor's agent at the 
warehouse. Rather than do this, you say to your customers “I have brought 10 
gallons only this month, and will get no more, my price is so much a bottle”. 
Of course, if an Excise Inspector happens to come round, you can charge only 
the legal fixed price while he is about. 

Q . — ^Do you mean the vendor sells to another Uqnor shop or to customers at 
an illegal rate? 

A . — To his customers. There are very few shops and the next nearest shop 
may be 10 or 20 miles away. If the supposed vendor has 10 gallons, and the 
rate fixed by Government is Rs. 1-8 a bottle, he would sell it at Rs. 2-8 a 
bottle, and if tbe customer resents the illegal price be may have to walk 20 
miles to the next shop. 

Q . — IVTiat has the vendor to pay in tbe shape of license fees? 

A . — ^Tbe license fee is assessed on a graduated scale. If you take 4 gallons, 
let ns say that you have to pay a license fee of Rs. 4, if you take 10 galloite, 
you would pay a license fee of Es. 20, and if you take "20 gallons, yon would 
pay Rs. 60. The rate of incidence per gallon goes on increasing with increases 
in the quantity taken for sale. 

TAe President. Q . — Yon say that there is danger also that the village illicit 
distiller, who was the avowed enemy of the vendor under the old system, may 
become his ally mider the new system. Have yon found any actual cases of 
that? 


_4,_I haven’t. I have only heard about it. If you put two and two toge- 
ther, yon find that it is very likely to happen. 

Q, — ^Then yon say that the auction system yielded to Government what 
was by no means an unduly low sbare of the income from sales in days before 
the article was sold at a price so much above its intrinsic value. I do not 
quite follow this. It has been suggested that tbe auction ^ system is a 
honest system, because it forces the vendor to resort to illicit practices and 
adulteration. Personally, I am not convinced that the system is dishonest. 
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’M Tn snite of tEe cEaoce f’‘om the auction system to the graduated 5m> 

charge system of license fees, \en3OTs m on committing 

■‘ha nrofits -which thev get thereby, the Government gets no share Forroeriy, 
in bSdSg hcenTe leTs IS a shop, a bidder allowed for the profits accruing 
iroiti dilution of liquor 

Q —Formerly yon could cancel his licenses and so on to control the vendor . 

p_S« say coses of lUicil teWlalwn -neio ioiiaetly mo!6 loadilj ItougM 
to light, and you mention about jagtrt What are these 

4— There! are some jad^Tdars in the JaUnn district, -who are Mutiny 
ciantees They cA v^eCLUe Inom Vvoeusa fees <hat not fcom djitiea\ on CQu^ry 
liquor sold within their boundaries The jagtrdan themselves auct on their 
shops They are entitled to license fees from the sale of country spirit m 
their territory 

Q— You cannot impose the gradnaled surcharge system on them’ 

4— No 

Q —The tendeni^ is to give up the consumption o! the countryside to them 

4 —Consumption is very much higher in these places than in the neigh* 
bonrinc villages As pointed out by the Divisional Commissioner, the consump 
tion in the jnoira in 1923 24 averaged about 2 50 L P gallons per head per 
annum, -while in the adjoining Bntish di&intls the average was only 0 OL 
L P gallon per head per annum 

<2— You say that tbe slight decline in incidence per gallon of duty revenue 
indicates greater issues to low duty areas and lesser issues to high duty areas 
■Tbe tendency is to stop sales as soon as you begin to incur these heavy license 
fees 

A —There is such a tendency m toral ar«>3s, but not in towns There iS 
also a good deal of illegal transit of liquor from the tursl areas to the tcnm 
(high duty) areas The rural vendors pay much less m duty and fees per 
gallon as compared -with the city vendors and there are sometimes intimate 
relations between city and rural vendors There is one scale of license fees for 
the rural area, and another higher scale for the city area, ‘the latter being very 
much higher than the former, and there is a difference in doty as well TSe 
effect IS to encourage smuggling from a rural shop to a city shop 

<2 —How does it work’ 

A —It 18 very easy Tbe rural vendor takes, say, 60 gallons moTe than his 
normal requirements from the watchonse He smuggles it to the cjtv vendo* 
by arrangement, and gets his fnend out of the painful necessitv of paying 

higher duty and higher license fees In city shops -where there is large con 

sumption, it 18 rather difficult to trace this traffic Btill -we take steps, and 
in Lncknow -we have stopped a good deal of this smuggling from low duty to 
high duty areas 

6— You again say, “there is hardly any district where illicit supplies are 
not supplementing lawful consninption” Have yon any idea -what the pro 
portions are’ We have been told m the Yunjab that more than half the 

consumption n of illicit hquor Have you oome to that point here’ 

A —It IS not possible to estimate tbe extent of illicit consumption m detail 
I can give you a rough estimate if you like I ivould estimate the number of 

drinkers in ttiese povinces at 600 000 wduch I consider to be a very moderate 

proportion of a total population of 47 000000 If 600000 peonle are considered 
to purchase each only one bottle of hqooi per annum the total annual consump 
tion woDld be alwut 1825 0QQ bulk gallons But, last year our actual hcit 
consumption was 682 m bulk p^ons or dightly mo^e than half the estimate 
Our consumption for the year 19^ 21 was 1 590 000 bujjc gallons 

You don't think tbe social movemait has sufficiently developed in this 

province to cause a teal decline m the coovamption ’ ueveiopcu in tnis 

dic;^e'~^‘'^ consumption would in 

j Assistant Conunissiouer estimates that for evers rase 

of illicit distillation delected nine go undented” ‘ ^ * 


A — Yes that i_ 
"think the estimate i 


estima^ givmi by one Assistant Commissioner and I 
a sale one 
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Q.— Wo lieard it said in the Central Provinces that the ratio is 1 to 50? 

It iTiay be so in Uie Central Provinces. 

/?• -I -notice again tliat of 658 villages under special enquiry, distillation was 
believed to be practised in 456 or 69*3 per cent. 

-f - — figures given above are higher than would be found in other areas 
of the Provinces. The officer was touring in a particularly bad area. 

say again tliat overcrowding and inconvenience to vendors, con- 
sumers, and the non-consuming public alike in the remaining shops are 
said to be the most notable results of reduction in the number of shops? 

— This is so. It is due to there being too few shops everj^here. Some 
large country spirit shops have been abolished by licensing authorities, and this 
is the result of such a policj'. It is particu'arly the case in towns where 
licensing boards have left the vend of country spirit in the hands of one 
or two licensees only. 

Q - — ^Tou say that further rest’'ictions on the hours of sale resulted in three 
cases of assault on vendors for refusing to sell after closing hours? 

!.— Yes. 

0 - — I on say the wholesale price of ganja is Rs. 245 per maund ? 

•d. — ^Yes, but only in the last two years; I believe it is being reduced this 
year. 

Q - — Is there any preference, in the opinion of the consumer, as between chara$ 
and ganjal 

•d. — It is very difficult to make’ any distinction between the two so far as 
the noxious effects go. I think char(i‘< acts more speedily. There maj’ be some 
difference in the flavour. I should think that most hemp drug consumers prefer 
to smoke the stronger drug. 

Q. — Do you also like Mr. Gibb advocate a Government monopoly of hemp 
drugs supply ? 

A . — I think it would be a very good thing. 

Q. — ^You say that the system of official retail vend of opium has been 
abolished. What is this system? 

A. — ^Formerlj' the Treasurer’s agents at tahsils were allowed to sell a certain 
amount of opium at special rates direct to the public. That was supposed to 
be a concession given to the agents for the trouble of keeping the accounts, etc. 
But eventually it led to a tremendous lot of smuggling. , 

Q. — ^Who were these people? 

A. — The District Treasurer’s agents. The United Provinces Government 
used to (and still does) employ reliable private bankers to keep the accounts, 
etc., in the District Treasury, and they were give- this concession as a .sort 
of subsidy for their clerks working there and keeping the accounts of opium 
received into and issued from the Treasury. 

Q. — Then it was not really Official vend? 

4.— No. 

Q . — You say the smuggling of cocaine is increasing very largely ? 

A. — Yes. There have been very large seizures recently. 

Q . — Do you attribute the expansion of the cocaine habit to the increased 
restrictions on alcoholic liquors? 

4.— I do not think so. Wliat I do think is that if you restrict liquor any 
further, people will turn to the use of Jiemp drugs. They are more noxious 
than liquor, yet I am afraid it is chiefly liquor which is objected to by tem- 
perance enthusiasts. 

Q . — ^You say that prosecutions under the Police Act for drunkenness have 
increased from 642 to 732. You say the slight increase in cases this_ year is 
furnished largely by Allahabad Municipality. You draw 'the conclusion that ' 
it is due to the activity of the police ^ being spasmodic. 

A. — ^Yes, their energy against drunkenness is somewhat erratic. 

<3. — ^You say “it is quite clear that any applicant of any class for a shop 
is out for profit,” you don’t believe there are disinterested vendors? 

A. — I have never seen one. 6 
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Mr. E. A. H. BLTTNT, C.I.E., O.B.E., I.C.S., Financial Secret- 
ary to the Government of the Tlnlted Provinces, was next 
examined. 


Written niemorand«in tl Wr. Blunl 

A 1 vf-\s rroNVMwl Uvrcctot ot Ci%il Supplies in the jenr 1&1S39 

r had occision (o u-io (he pmvmuat crop sta»istics for ine purpose of frumins; 
an estimate of the food supplies axailaWo at the time m the province In doing 
KO I nas able to test the xahie of these statistics from ^ practical point ot 
view and can offer sonic information that mij he of iisp to the Conimitteo op 
this subject 

Vs IS pointed out in Anneturo A, three factors y’ to “P 

estimates— 


(1) The estimate of areas soavn 

(2) The estimate of normal crop 

[Z) The eatimato of the crop for tUo jm in terms of the normal crop 


(1) The ''estimate” of areas sown, being based on accurate district rctuins 
uhich arc compiled from the village papers ought itself to bo not an estimate 
but a return That is not liowetcr so, ami tlio fact is due to the cnltivalDr's 

habit of mixing dilTetcnt crops m the same field In the district return or 

7 in«icnr, the areas of mixed crops arc shown separately But in drawing up 
the protmcial crop report, (he mixed crop areas arc Adjusted according to 
certain arbitrary proportions which were fixed by Mr Moreland when Birectpr 
of Land Becords and Agriculture some twenty years ago, for instance the 
pcoportion m the case of wlieat and liarlcy is half and JiaU, so tint an acre- 
under a mixed crop of wlieat ami barley is shown m the crop report as half 
an acre of wheat and fialf an acre of batlev The result of this practice is 
to turn an accurate record into a mcie estimate Moreover, I doobt whether 
these arbitrary proportions ate as valid now as they were twentj years ago 
Had eircumrtances been normal throughout the nenod ihere might have hern 
no partienlar reason to doubt them, foi agricultural custom in sucli matters 
docs not easily change But the war had its eOect on agricultural custom 

During the years 191719 there were heavy exports of ftTod grams for the use 

of Iho Held armies The supplies of some grams, notably gram and peas, which 
were normally produced wiumi the province in sufTiciMit quantities for internal 
use, ran so short that largo imports from other provinces were necessary, whilst 
m the case of ono grain Lajra, winch though produced in the province is generally 
exported for consumption m Bonibsy, the shortage was so serious that at one 
time il seemed doubtful whether the crop then on the groand would do more 
than supply sufRcient seed for a subsequent crop \nd gram, peas and 6a)ra 
are all crops which usuallj form part of mixtures It seems to me very probable 
that, in an endeavour to return to the norma] the proportion of these threo 
crops in the mixluics has increased, and, if so, Mr Moreland's arbitrary adjust 
ments would now be invalid, and the crop area reports of tho present time, 
consequently, more inaccurate than their predecessors 


(2) I'ifmaie of normof crop— This is based on a series of crop cutting experi- 
ments 'There are various other factors whicli tend (o vitiate tho statistics 
besides those mentioned 'in Amte^iirc A, paragraph 5 I produce a copy of the 
statement in whiph rrop experiments are wported That statement gives a good 
de-U of the information necessary to wiaWe Ifao statistical officers to put the 
right value on hiv figures, bnt there is one important omission namely, the 
caste of the cultivator It is well known that high claw cultivators ax a 
general rule obtain a far smaller yield from a particular field than a low caste 
cultivator would from the same field If, therefore, the field selected for tho 
experiment chanoex to belong to a high easte tenant tho yield will be relatively 
beow average, if it belongs to a low caste tenant, especially one of the proner 
cultivating castes sudi as the Kurmi, Kachbi or the Murao, it will be relatively 
above the average tci<.iiveiy 


(3) The eitmaU of the crop for the year m terms of the normal non js 
invariably loo low The reason is correctly stated in the quotation from the- 
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<3-— We heard it said in the Central Provinces that the ratio is 1 to 50? 

A. — It may be so in the Centi-al Provinces. 

Q- I .notice again that of 658 villages under special enquiry, distillation was 
believed to be practised in 456 or 69-3 per cent. 

A. — The figures given above are higher than would be found in other areas 
of the Provinces. The officer was touring in a particularly bad area. 

Q - — You say again that overcroAvding and inconvenience to vendors, con- 
sumers, and the non-consuming public' alike in the remaining shops are 
said to be the most notable results of reduction in the number of shops? 

A. — This is so. It is due to there being too few shops everywhere. Some 
large country spirit shops have been abolished by licensing authorities, and this 
is the result of such a policy. It is particu'arly the case in towns where 
licensing boards have left the vend of country spirit in the hands of one 
or two licensees only. 

Q - — ^You say that further restrictions on the hours of sale resulted in three 
cases of assault on vendor’s for refusing to sell after closing hours? 

.1.— Yes. 

Q- — ^I'^ou say the wholesale price of ganja is Rs. 245 per maund? 

A. — Yes, but only in the last two years; I believe it is being reduced this 
year. 

Q -- — Is there any preference, in the opinion of the consumer, as between cJiara? 
and ganjal ^ 

A. — It is very difficult to make' any distinction between the two so far as 
the noxious effects go. I think charo<< acts more speedily. There may be some 
difference in the flavour. I should think that most hemp drug consumers prefer 
to smoke the stronger drug. 

Q.— tDo you also like Mr. Gibb advocate a Government monopoly of hemp 
drugs supply ? 

A. — I think it would be a very good thing. 

Q. — ^You say that the system of offfcial retail vend of opium has been 
abolished.. What is this system? • 

A . — ^Formerly the Treasurer’s agents at tahsils were allowed to sell a certain 
amount of opium at special rates direct to the public. That was supposed to 
be a concession given to the agents for the trouble of keeping the accounts, etc. 
But eventually it led tp a tremendous lot of smuggling. , 

Q. — Who were these people? 

A. — The District Treasurer’s agents. The United Provinces Government 
used to (and still does) employ reliable private bankers to keep the accounts, 
etc., in the District Treasury, and they were give’ this concession as a .sort 
of subsidy for their clerks working there and keeping the accounts of opiunl 
received into and issued from the Treasury. 

Q. — Th.en it ivas not really dffiteial vend? 

4— No. 

Q . — ^You say the smuggling of cocaine is incrcrasing very largely? 

A. — ^Yes. There have been very large seizures recently. 

Q . — ^Do you attribute the expansion of the cocaine habit to the increased 
restrictions on alcoholic liquors ? 

4.— I do not think so. What I do think is that if you restrict liquor any 
further, people will turn to the use of hemp drugs. They are piore noxious 
than liquor, yet I am afraid it is chiefly liquor which is objected to by tem- 
perance enthusiasts. 

Q . — ^You say that prosecutions under the Police Act for drunkenness haA’C 
increased from 642 to 732. You say the slight increase in cases this _ year ’ 
furnished largely by Allahabad Municipality. You draw the conclusion tl 
it is due to the activity of the police , being spasmodic. 

A. Yes, their energy against drunkenness is somewhat erratic. 

(^.—You say “it is quite clear that any applicant of any class for a 
is out for profit,’’ you don’t believe there are disinterested vendors? 

4. — I have never seen one. 
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M?. E. A. H. BLTJKT, C.I.E., O.B.Em I.C.S., Financial Secret- 
ary to the Government ol the United Provinces, was next 
examined. 


Wntlen mcmnrantfHm cl Mr. Blunt. 


Q j.—'Wheii I -wa? Provincul Director ot Civil Supplies iti the >eaT 191B19 
I had occasion to uso the prouncial crop statistics for tHe purpose of franiin^ 
an estimate of the food supplies available at the time m the province In doing 
so I was able to test the value of these statistics from a practical point of 
v\e\v aud can offer some mfotmatioii that may be of use to the Committee op 
this subject 

As IS pointed out m Annevure A, three factors go to make up the 
estimate®— 


(1) The estimate of areas sown 
^2) The estimate of normal crop 

(3^ The estimate of the crop for iho jear m terms of the normal crop 


(1) The “ estimate ’ of aieas sown, being based on accurate district returns 
which are compiled from tho village papers, ought itself to be not an estimate 
but a return That is not however so, and the f'lct is due to the cultivator’s 

habit ot mixing difierent crops in the same field In the district return, or 

pmuar, the areas of mned crops arc shown separately But in drawing up , 
the provincial crop report, the mixed crop areas are adjusted according to / 
certain arbitrary proportions which were fixed by Mr Moreland when Pirector 
of Land Records and Agriculture some twenty years aw , foe instance the 
proportion in the caso of wlieat and barley is half and naif, so that en acre 

unaer a mixed crop of wheat and barley is shown in the crop report as half 

an acre of wheat and half an acre of barley The result of this practice is 
to turn an accurate record into a mcie estimate Moreover, I doubt whether 
these arbitrary proportions ate as valid novv as they were twenty vears ago 

ffad circumstances been normal throughout tho period there might nave been 

no particular reason to doubt them, for agncoltural custom in such matters 
does not easily change But the war had its effect on agricultural custom. 

During the years 1917 19 there were heavy exports oi food grains lor the use 

of tho field armies The supplies of some grams, notably gram and peas, which 
were normally produced witnm the province m sufficient quantities for internal 
use, tan so siiort that large imports from other provinces were necessary, whilst 
vu the case of one grain, hajra which though produced in the province is generally 
exported for consumption m Bombay, the shortage was so setioas that at one 
time it seemed doubtful whether the crop then on the ground would do more 
than supply sufficient seed for a subsequent crop And gram, peas and baira 
are all crops which usuallj form part of mixtures It seems to me very probable 
that, m an endeavour to return to the normal the proportion of these three 
crops m the mixtures has increased, and, if so, Mr Moreland’s arbitrary adjust 
ments would now be invalid, and the crop area reports of the present tune, 
consequently, mote inaccurate than their predecessors 


(2) Vsttmate of voTmcil crop — ^This is based on a senes of crop cutting cxperi. 
ments There are various other factors which tend to vitiate the statistics 
besides those mentioncd'in AnnexUre A, paragraph 5 I produce a copy of the 
statement in whifh oroo experiments are reported That statement gives a good 
deal o! the information necessary to enable the statistical officers to put the 
right value on his figures but there is one important omission namely the 
caste of the cultivator It is well known that high class cnltivafors"^ as a 
general rule obtain a far smaller yield from a particular field than a low casts 
cultivator would from the same field If, therefore the field selected for tlis 
experiment chances to belong to a high caste tenant the yield will be rektivpl«- 
be ow average if it belongs to a low^te tenant, especially one of the proS? 
b * castes such as the Kurmi, Kachhi or the Murao, it wiU he relatively 


(3) Tht estimate of the crop for ike year tn terms of the norn^nl 
invariablv too low The reason « coirectly stated m thi qLtation from th^ 
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treport of the Surar Committee of 1920, namely, the pessimism of the cultivator 
.and the village official. This pessimism, as any settlement officer knows, i? verv 

^it'^wfth a “ but without qualifying 


regard to the general question, I can record a firm conviction that the " ' 
statistics of crop outturn are invariably too low. Indeed, when I was using 
tiieui as a basis for my estimate of the food supplies of the province, I "was 
actually advised by the Director of Land Eecords and Agriculture to make a 
A addition of 10 per cent to my figures to cover this error, in the ^atistics. 
And the general results of the Civil Supplies operations showed that even that 
margin was insufficient. The certificated exports during this period were quite 
large enough to have produced a rise in prices had the food supplies been 
really at or near the figure that my estimates indicated : yet I was able, if not 
"to reduce the existing level of prices, at all events to' prevent it from rising any 
further. The alioence of any such rise can therefore only be attributed to the 
fact that the estimates on which I worked were low; and if they were, then 
the_ ultimate and the principal cause was the fact that the crop outturn figures 
which were the basis of my estimate were also too low. 

C?. — The position in tlie United Provinces is complicated and intensely 

interesting. Educated public opinion has always been strongly in favour of total 
abstinence, especially from liquor. But in the past the attitude of both the 
Hindu and Moslem communities has generally been tolerant, and though there 
has been much academic advocacy of temperance, there has never been anything 
in the nature of a crusade until 1921. In that year the non-co-operative party 
- commenced a vigorous campaign against drink. Circumstances were greatly in 
their favour; prices were high, trade was slack, excise duties had just been 
increased, and the consuming classes were perforce compelled to restrict their 
expenditure on luxuries. The drinker, subjected both to economic and political 

g ressure, made a virtue of his double necessity, and consumption declined greatly. 

■ut, as subsequent events proved, there was also a third force at work. There 
are many castes in the province which rank low in Hindu society, but, as 
they become materially prosperous, desire to rise in the social scale. Such a 
caste usually attempts to achieve promotion by establishing a claim to be an 
offshoot of some high caste — ^Brahman, Kshattriya, or Vaishya, — and, in the 
process, abandons such of its habits as are obnoxious to orthodox Hinduism — ■ 
notably, the re-marriage of widows, and the use of liquor and unclean food 
(such as pork). It cannot, of course, be supposed that the number of aspirant 
castes at this particular time was unusually large : but there is no doubt that 
many caste councils seized their opportunity to make the desired change — and 
kept to it. The economic and political factors were quite sufficient to produce 
a temporary reduction of consumption, but they did not last long enough to 
account for the further fall that took place in two subsequent years_ and is not 
arrested, in the case of liquor, even yet; and the permanence of this reduction 
can only be put down to the social factor. Doubtless the castes in question, 
having acquired some measure of social prestige by, their self-denial, decided 
not to forfeit it by a return to their former habits. _ At all evpts, there is 
now no doubt that a considerable part of the reduction in consumption is entirely 
genuine and has come to stay. The rest of the reduction is merely apparent, 
and points to the substitution of illicit for licit liquor. 

The consuming classes, therefore, are already on the road to total abstin- 
•ence, and the question is whether the temperance reformer will allow them to 
'travel that road at their own pace, or endeavour to hurry progress by some 
measure of prohibition. Personally, I do not believe it. ^ There are certain facts 
-which cannot be hid. 

fa) The province is the most sober in India. 

lb) The existing policy of Government, with its system of licensing boards, 
has already done much to reduce consumption, and is likely to do 
more. These licensing boards have acfmally greater power to abolish 
licenses than is possessed by any licensing authority^ in Great Britain, 
or any similar authoritv with a mandate for limitation under any 
Local Option Act in the British Empire. 

(c) Pi ohibition is ruinously expensive. 

{d) The only real abstinence is voluntary abstinence. 
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The advocates ot lemperaoco. to Sho 

these hcts md tlioiigb they mw vise all ™ u ;o?Sm”tatl,eiv« 

arena, whew it comes to practical administration they v „ 

to ntguig a further ertfnsion and ushtenniE of the preselit 5™?! 

and to ineasures of educative propaganda. They will, ^ _ 

to make total abstmenco the goal of their policy, tot UiV ^ 

to teich it by vray'of total ptoliilaitwn Some nl tbeva ^ ’h j 
hauterinv after local option, Uionnn they recogmso the difficulty 
a suitable measure, and know that it has never snceceded where it 1»» h?™ 
tried they oonsider that India Is a peouliarly smlaWe connliy for a iwther 
espcriment Pnblio opinion however, is by no means unanimous in its advocacy 
of local option, and piobahly for every aopportet on oppopcM conld be found, 
even atsiQnsst t«'mperanc6 refoimers I do not belie' e thefefore, tnat tn 
inttodnction of total ptolubitMnx is likely eitliet now or m the n^r future, 
though local option is a possibility {It will be interesting to observe the 
t%su\ts ui Ibe 'Punjab Loc\l Optvou Act of 1923 At present I believe that a 
dozen local bodies have received ^powers under that Act, but so far have not 
-taken SuaI •vctiou ) 

Q (fy— fn the tfnited States between W17 and 1923 the number of excise 
officials has risen from b 035 lo ^15115 and the expenditure on aammistTMaon 
has increased almost sir fold In this province, on the «ame basis the increase 
in erpenditura wouM be oO lakns, with a loss of revenue of 77 lakhs As wnl 
appear from tlie last paiagraph of my note on the taxation sys^m such a 
Mim ivouM strain the available reserve resouices of the province to the utmott 

f«l Dt Sfotfiaia proposals ate a supertax on land revenue and a provincial 
surcharge oB income t«\ Both these taxes would fall on the classes that 
abstMu from lifjuor in any shape or form, and which, through their represents 
flies 'rould have been instrumental in passing the presupposed messtire of 
prohibition As examples of poetical justice therefore the proceed taxes would 
be admirable But they seem to me to possess no other advantages On the 
genevaUy atceptei theory that, Goveynsovni is the sole owner of ill land, land 
Tsvenae is rent how can there be a svpertaz on a rert charge’ And cn any 
other theory, the practical difhcwltv arises — ^ihai no Council in tins province 
Will ever con«fent to increase the burden of the rural population and least of all 
of the landholders As for the provincial sutthatge on inwmeiax twenty 
centimes nrfrfi<jonf/« may be possibfo m France, but i do not tbjnk that the 
TSovefriiment of India are in tne least likely to permit any province to trespass 
on the central sphere of taxation to that extent, especially if their object is 
merely to finance a niea<itiro so bad, both financially and adiuimstratively, as 
total prohibition 

(fi) The great merit ol the Bombay Excise Committee’s report is that it 
faces the disagreeable fact that local option (or Jo‘a2 prohibition) means lo’is 
of revenue and consegueutly either redccti<ra of expenditure or iQcrcase of 
taxation The suggested taxes however, may be suitable for Boinbav, but 
they do not suit an up country provjnce A terminal tax is imposed as "a local 
tax already -whilst we have no local fund cess our only '* local ce'-s ’’ is tha 
stand by of the District Boards I am not ver^ eJejr what is meant by a transit 
tsx but irom Its name I fancy that an attempt to impose it -would awake 
the ire of the Financial Railway Conwiisfiotier The province has no stock 
exebauge and consequently no ‘ fntures ” From the succession duty, if imputed 
,o the timtod Pro™! 1 rtooM to b«« al most 35 lakhs from ths 

^Ulizator duty, half a Ukh, and from a tobacco tax five lakhs makme 401 
lakhs m aiI~not half the amount that would be lost by fotil prohibition ® 

C smtoio to «im»4 «» ComimtlM that svhvo ,n tl,e BomW Council a 
laember moved a lesolotmn tenmmeaims .3i>»erriineut to introduce the local 
optvou ptoWs o£ Iter Borne Cooimillee V d,d not also tecommena Govern 
ujeul to adopt they tsvatioo proposals But lh» taJotion proposals had their 
effect They served to fcvmp soarias aspiMtiou dowh to the level of sordid 
realitj, and en omeoament was moved to the resolotion which consisted of a 
■■asue recOTomeudotioo m iavMlr o! Iho introJnction of total proliibiUn after 
luenly jeirs-witli the implied corolla^, that fresh (aval, on be postponed lor the 
same penud -Ilns amendment waa tamed, --aiid the fact is significant 

* I need discuss these quotations The first and 

fourth taken together make a vegj fsm slatement of the present evewe iioK 
of the Daited Provinces Government The third needs to corrected tv t£ 

sutifi Hie phrase ' torffc coiBnoiplion ” really beg, the question Nohodp S 



deny that the drunkard s tenth pint should be taxed because it is “ detrimental 
j personal health, morals or public order;” but it is not so clear that the 
drunkard s first pint, or the abstemious man’s solitary half pint, is also detri- 
mental, or that it should he taxed. The selection of the sixth quotation iss 
interesting because, as _ a matter of fact, the statement ivhich is alleged to be 
as a rule historically ^ inaccurate, is historically true of British excise adminis- 
tration in India. When Lord Cornwallis in 1795 issued a regulation enjoining 
tmat all distillers and vendors of liquors should in future be licensed by 
Collectors— the regulation which is the starting point of the excise administration 
Lritish India ^he gave^ as his reason “ the immoderate use of liquor and 
the fconsequent} great increase in crimes ” which he found prevalent 

everywhere. In British India, therefore, it is literally true that alcohol was 
first taxed because it was “ found to be at the root of vei’y grave social evil.” 

(I should add that I am quoting from inemorj', hut I had recently to deal 
with a case that went back to this regulation, and I think my memory is 
accurate. I will endeavour to supply the Committee with exact leference and 
quotation when they arrive in Lucknow.) 

Q- 6/i. — The answer is in the affirmative. The following quotation from a 
note recently written for the Excise Conference that met in December gives 
the facts : — 

“ The record nunther of prosecutions for offences relating to illicit liquor 
was 1,210 in 1922-23; it was followed by 1,200 in 1925-24; in the 
first four months of 1924-25 there have been 452 prosecutions. It is 
naturally impossible to say how many cases go undetected and un- 
reported. In his report for 1923-24 the Excise Commissioner of the 
Central Provinces estimates the ratio as one reported case to fifty 
unreported cases. 

A glimpse of the real situation may he had by considering the state of 
Rae Bareli district, where illicit distillation is rife. There were in 
that district in July 1924, 16 trials for liquor offences resulting in 
sentences amounting to nine and a half years’ rigorous imprisonment, 
besides fines. For cases of actual distillation the swingeing maximum 
penalty of one year’s rigorous imprisonment is being steadily inflicted. 
The writer discussed with the Superintendent of Police the effects of 
this policy. He was emphatic that it was not even checking the 
spread of the offences. A group of consumers waits until it has 
collected enough money to purchase raw materials sufficient for large 
distillation. The group then distils the strongest strength of spirit it 

, can, divides and retails the product and awaits the possible^ consequences 
in a spirit of patient fatalism. The high price of the licit article, its 
reduced strength, and the paucity of shops put the alternative of licit 
consumption out of the question for most consumers. 

Allahabad, another district notorious for this offence, has for the last two 
and a half years furnished some 60 or 70 prosecutions monthly. Non- 
official reports indicate that the excise staff and the police are prosecut- 
ing nothing like the true number of cases detected, to say nothing 
of undetectod cases.* 

Reference may be made to districts not hitherto notorious for this offence. 
During the last six months "cases other than isolated cases has’c been 
prosecuted in the districts of Dehra Dun (including one case, in which 
13 stills were found in one village in course of a raid). Saharnnpur 
(a similar raid di.sclosed that a village near Eoorkce was distilling 
on a large scale). Muzaffarnagar, Bijnor, Baroillv, Budaun. Farrukha- 
bad, Etawah. Cawnpore, Mirzapur, _ Jannpur. _ Azamgarh. Bonare.s. 
Ballia, and Gonda. In Cawmporo illicit distillation has been detected 
in the heart of the city as well as in the rural areas. The same is 
true of Allahabad, Bareilly and Dnao. 

In short, consumers show little tendency to abandon an ancient custom : 
and if they cannot afford to have licit liquor, they must and will have 
illicit liquor.” 

T have only to add, to complete this record, that recently three cases of 
illicit distillation were detected at Allahabad, in the compounds of flic Chairman 
of the Improvement Trust, the Director of Public Instruction, and the Excise 
Commissioner. 



O {a\ A unufttcd tncom< <««, (6) A tat on. ojr.ci/7furo trtcomes — 

'li These on be considered together, tor the principal objection to the uniicrsal 
income ta-c is connected MiUi its. jnddcnco on agricultural incomes 

(2) On the tbeorj that the Stale otwns all land Vvhatsocscr, and the lat^ 
revenue is consenucntlv a r-nt charge, it must necessarily follow that the land 
lords “ income’ consists ot tho rest of tlie icceipts from Ins land after paying 
Ills land revenue md conse.]Uenll\ iVial vl vs perfectly legitimate to impose an 
income tax on him in addition to land revenue In practice, however, 1 should 
regard the imposition of n td< on agncnltural inconic in addUxon to land revenue 
*is out of the question m a province whcie there la lempotaty settlement I<o 
le^’islature would ever tonsent to such a measure, and unless the exemption 
hinit for income tax who kept high, or tho land revenue rate of assessment 
was very greatly leduced, the burden on many landlords would become intolerable. 
In my opinion a tax on agricultural mconcs, wlielher jt forms part of a universal 
income tax or not, is onlv possible m an atUmatnf to land revenue, not as 
a supplemml to it On pnteK iheoitlical grounds Ibe cliangc might he 
beneficial such a tax \ oiiid ohviouslv bo moic equally distributed and more 
elastic But the piac^icvl objection, to inv mmd, would far outweigfi the theore 
tical adv antages 


(3) M*tKod of aistftnient — Assessment of income lax on agricultural incomes 
if earned out m the same wav as the assessment on non agricultural incomes, 
would be difficult The exemption limit would Veep out many ol the poorer 
agriculturists, but even relatively well to do cultivators arc often illiterate, keep 
no accounts, make a considerable portion of Iheir payments (wages to labourers, 
dues to village servants and arlizans, etc) m kind instead of m cash, and only 
turn a portion ot the wealth domed ftom land into monev \iid in practice, it 
would be necessary to dense some rule of Ihumb for assessment I enn thnik of 
no method save to fix the income lax at some proportion of the rent in the 
case of tenants But rents vaty with tenure The occupancy tenant’s rest is 
generally lower than tint of the tenant with a lease or the tenant-at will, hut 
there is ohviouslv no reason why he should pay a lower rale of ineeiTietax The 
tax, therefore, must be in proiiortion not to tho actual rent, but to vhat the 
rent ought Ho he on tiic holding in question But evrn fixation of the tas on 
tlm basis would not get rid of all mequahtica A high caste ciihivator ni)) 
make a smaller income out of the same holding than a low g,xste cultivator, 
and it would le necessary, further to have some rule of thumb to govern 
rebates on this account Assessment of tint according to the value ol the 
holding and high caste rebates arc of cour<c, processes of settlement which 
the people tlioroughiv understand, and il is so mucl gained tint tho new 
processes will resemble fhe old 


(4) Settlement, none the less, creates a serious disturbance m the life of a 
village, which at present occurs once in every thirty years But assessment of 
rent for income tax must occur much more frequently, onco m every ten years 
at least This disturbance, therefore, will occur thrice as often as at present 
(5| Further, it will be necessary to make provision for reduction, remission, 
or suspension of the tax m the case of crop failure That also is a well known 
process of the present land revenue system But this necessity znema that 
assessment of the tax itself must take place every year, and the disturbance 
mentioned above will then lecut anntiaily 

In short, the actual method of assessing to income tax must in my opinion 
closely resemble present settlement proces&es, but must be repeated so much more 
frequently that the life of tho rural population irill be kept m a constant state 
of disturbance And that, from the administrotne pomt of new. is undesirable. 

^6) Agency of Qs'tssment and collection— If, as I believe, the method of 
assessment must preserve manv of the most important characteristics of our 
prpent land revenue system, it follows that it wiU not be possible to abolish 
entirely our present agency for wothing that system ^Ye must still keen * 
record of rents and a record of crops, irrjgatian, etc sufficient to enable an 
-assessing^ofheer to decide wl.,t the rent ought to be We shall still therefor^ 
want the patwarv and Ins papers We can of coarse get nd of revenue courts as 
such, though not of rent courts but rent gives far more work than reveS“- and 
the saving on this account will be small On the other hand, whereas at preset 
It IS possible to cairy out scltWnlx at a relatively low cost with tem^ra^ 
staff, we shall in future want a large number of permanent income tax Eal? 
lluLlm? expenditure we shall nrgmn°?u"he 
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(2) Manufacture- There are, roughly speaking, three different wavs in wJiich 
■tobacco IS manufactured, and four different kinds of article. 


(u) 'The cultivator often retains his tobacco, or part of it, for his own use. 
In that case whatever processes the plant undergoes, he carries out 
xumself. The processes consist of little more than cutting and drying 
the leaves and twi.sting them into a sort of rope. The result is 
chewing tobacco. 

(6) What tobacco the cultivator does not retain he usually sells to the 
local Kunjra. Kunj'ras are a small Muhammadan caste who deal 
especially in green-grocer’s stuff, spices, condiments, fruit and 
tobacco. Chewing tobacco they manufacture in much the same 
manner as the cultivator himself. For making smoking tobacco, the 
dry leaves are cut or chopped up ; occasionally the tobacco is mi.\’cd 
with gur before it is sold to the customer (in much the same way 
as. “ IIa,vy Plug ” ds supposed to be mixed with molasses). The 
biri^ which he also makes (though most bins, I believe, are imported 1 
is a sort of very coarse cheroot made by rolling the leaf up inore 
or less tight 

From the census returns T estimate that there are about 600 persons 
engaged in the manufacture of tobacco and about 17,000 in its sale 
throughout the province. 

{c) Finally, there are four tobacco “factories;” at all events, that was the 
number returned at the census of 1921. They are situated at 
Jaunpur, Lucknow, Cawnpore and Farrukhabad. They employed 
between them 103 men and 13 women, consisting of 3 managers, 1 
technical staff, 3 clerical staff, 1 skilled workman, and 108 unskilled 
■ -workmen, of whom 13 are women and 8 children under 14. The 
, importance of these factories may be judged fiom the following 
facts : — 

The Jaunpur “ factory ” consisted of 1 manager and 10 unskilled 
labourers. 

The Farrukhabad “ facfoiy ” consisted of 24 unskilled labourers with 
nobody to look after them at all. 

The Cawnpore factory which uses power (the kind of power is not 
stated) had a manager, a technical expert, two clerks and a skilled 
workman, to look after nine unskilled workmen. 


In fact, the only really important factory is that at Lucknow, with a manager, 
•a clerk and 65 workmen. This is a very old established business which produces 
the famous Lucknow tobacco already mentioned; it is said to send its products 
all over India, and to be doing a good trade. There is no power ; all work is 
done by hand. The tobacco is specially selected, carefully prepared and 
“ doctored,” I believe, with scent. 

(4) Condition of the tobacco trade . — ^As far back as 1904, it was recorded with 
reference to Lucknow that “ the industry has largely declined of late years, 
owing to the increased consuniption of tobacco pi-epared after the European 
fashion. There can be no doubt that the use of American tobacco, especially 
m the form of cigarettes, has grown to an enormous extent in India.” If that 
was true in 1904, it is infinitely more true now. The use of this indigenous 
tobacco at the present time is probably confined to tlio old fashioned who still 
prefer the liuqqa, and to the villager. The rest of the population, especially 
in the younger generation, are taking more and more not only to the cigarette 
but to the cigar and the pipe, and if they smoke the Iniqqa at all. it is only 
as a change. The trade, in fact, is seriously threatened by the Yirginian peril ; 
and any artificial rise in price of the commodity, such as would be caused by 
any kind of duty, might easily kill it. 

(5) The villager and tobacco . — It has to be remembered further that tobacco 
is one of the villager’s very few In.xuries (or vices — according to the point 
of view). He has always been accustomed to get his tobacco cheap, in many 
cases to make it himself: and I doubt if there are many taxes that would 
cause deeper and more widespreau re.sentment. Surely, ertens -paribus, tim 
more unpopular the tax, the worse it is. 

Possible tn.rrs. — Various possible tobacco taxes arc .suggc.sted in iju-’-btions 
Nos. 122 and 136. I take them one by one. 
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(1) An acnage duty on euftuatton—As I hava explained, irbacco 

only grovss m IngWy rented soils The higher the rents, 

revenue, tobaccoxultuation IbereloM is already taxed through the land revenue 
No doubt the acreage duly would faU ditectfv on the tenant, whilst ^ha land 
revenue falls primarily on the landlord, but m the case of fields of this kind, for 
which there is been competition, the landlord can always pass on the tevenue to 
the tenant, whether he can always do so m the case of other fields or not inero 
IS no doubt whatever that an acreage duty would be regarded as double t^ixalion, 
and also as a breach of the settlement agreement That is the view wmen this 
Government have always taken (for the suggestion of an acreage duty is not 
a new one] 

In any case, the duty must necessarily he low simply because the tenant could 
always abandon tobacco for other crops equally paying m Farfukhabad, for 
instance, they easily could and almost certainly would, substitute potatoes for 
tobacco, were an acreage duty levied on the latter A couple of P®*' 

will be as high a tax as eoulS safely be imposed On an area of 79,000 acres the 
additional revenue would not lie worth too resentment tnat it would cause 

(2) A Staff monopoly of moKuiactuTt and idt for (lOtA locally grown and 
imported tobacco— li this monopoly is In be successful, the following arrange- 
ments would appear to be required — 


(fl) A special stall for the purpose of registering the cultivation, inspecting 
it and ensuring that no part of the crop is retained but that the 
whole finds its way mlo the factory No existing department could 
undertake Qie task and, as the cultivation is widely acattered, the 
staff must be nnmerons. At the same time jt would have nothing 
to do for half the year 

(i) A factory and a factory stall Judcing from the census returns, the 
stall required would number at least 6 p 00 operatives, apart from 
clerical, menial and supervising establishment 

(c] Since Government is to undertake the sale, there will also be a staff of 

salesmen in some shape or form Judging from the census rotumst 
the number required would be about 17,^ 

(d) I am not quite sure what precisely is meant by the suggestion that all 

imported tobacco must be sold to the State Presumably, Govern- 
ment would in some way or other interpose as a middleman in the 
business and so secure a middleman’s profits Whatever Uie arrange 
meat, it is obvious that yet a further addition to staff would bo 
required, to deal with this middleman's business 


In short, Government after paying for the crop and imported tobacco, would 
,♦,11 V,, » — 1 ' • gyjj, pjy {qp expenses ot management 

. This would inevitably raise the price of all 

auso widespread annoyance amongst all classes 
from that, the entire complicated machinery 
, / catch the profit derivable from a crop of coarse 

tobacco produced from some 79,000 acres annually, which profit, moreover, must 
be kept as low as possible 

I have made a rough calculation with which I need not trouble the Commiltee 
t need only say that the expenditure would apparently be in the neigbbourljood 
of 14 crores at least,— on which a teturo ot 5 lakhs, which « as much as could be 
expected would give a dividend of 3J per cent I can only describe such a 
monopoly as baiting with a whale to cat^ a sprat 

(3) A company au6iidi«d 6y tU State —There would be precisely the same 
objections, m this case, moreover, the profit would be shared between Govern 
ment and the rest of the shareholders 


{4) ConiroUmg cultnatim and aUovnng mmufactvre tn bond— It Govern 
ment is to make any profit at all oat of such an arrangement there must of 
*»UKe be an excise duty payable on the tobacco leaving bond The prSmtiSl 
staff mentioned m connection with the State monopoly would still be necc^arv^ 
dntv amount of steff wraW be required at the bonded warehouses The 

R, \ have slrady mentioned, could not be high and aeam 

m objections m fact are precisely the ^me as 

wouW be oj 


2 D 
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(5) Controlling all dealing subsequent to the initial sale by the cultivator' 
«o the nmnufacturer and 'prohibiting sale except in packages bearing a revenue 
stamp. -Mere again there would he need of preventive staff to ensure that the 
manuiacturer and the vendor carry out the law. There is also the practical 
ditncuity that tins coarse tobacco is hardly, ifi ever, sold in any sort of package, 
and it will be impossible to ensure stamping before it leaves the manufacturer’s 
prpm^e^ In practice^ the stamp could .only be affixed to the piece of paper 

■*'^hich the tobacco would be wrapped before it is handed to the customer. 
Who is to ensure that the stamp is affixed? 

(6) In all the circumstances of the case, the only possible form of tax appears 
to be a license fee on manufacturers and vendors, in the latter case whether 
they are vendors of foreign or imported tobacco. This in the end would probably 
prove far more productive than any of the complicated methods suggested, whilst 
it would also have the advantage of not affecting the cultivator and falling 
entirely on the consumer. It would also be a matter of indifference, at all events 
frorn the financial point of view, whether the taxation had the effect of substitut- 
ing imported for locally-grown tobacco or not. The fee would have to be very 
carefully graduated from a low minimum, fof many of the manufacturers and 
vendors are mere village tradesmen, unable to pay a high fee. Still, I think 
that by a system of license fees, it should he possible to obtain a yield not 
less than 5 lakhs and perhaps much higher. It is impossible of course to 
estimate the number of shops from the census return of workers, for there would 
often be two or more workers to one shop : but, if we may take the number 
of shops at 10,000, it would he possible with an average fee of Es. 30 to obtain 
3 lakhs from the vendors of locally-grown tobacco alone, apart from the numerous 
shops that sell imported tobacco. 

At best, however, a tobacco duty of any kind would not be the productive 
tax that it is in other countries. 

Q. 1S7. — As I have endeavoured to prove in paragraph 10 of my note on the 
system of taxation, only two of the scheduled taxes assigned to Provincial 
Governments would be productive. One of these the tax on non-agricullural 
land,” which as I have laboured to show in that3note, is really a tax on build- 
ings. The other is ‘‘a tax on succession or acquisition by survivorship in a 
joint family.” Both of them present difficulties in respect of their imposition, 
assessment and collection ; but on the %vhole these difficulties would probably 
bo less in the case of the succession duty than of the land tax. In so ftir ns 
they fall on the agricultural population, moreover, both would he unpopular : 
but on the whole I think that the unpopularity would be less in the case’ of 
the succession duty than of the land tax. 

If, therefore, a Provincial Government -were in need of new sources of revenue 
oither to replace old sources that had been condemned or to replace or supple- 
ment old sources the productivity of which was dwindling, then that Government 
must necessarily turn their attention first to the succession duty. 

< 3 . 138. — The graduation of succession duties according to the degree of 
relationship of the heirs to the testator, as carried put in European countries, has 
the effect of reducing the burden on the natural heirs, i.e., on (hose who possess 
a natural right to inheritance, and of increasing the burden on those, who in the 
presence of n,atural heirs, would have either a lesser, or no right of inheritance. 
And in a system which permits a testator to defeat at will the rights of his 
natural heirs such differentiation is perfectly legitimate. 

But such ideas are totally foreign to both Hindu and Jfuliammadnn Law. 
IJnder Hindu Law (Mitnksharn) every member of a coparcenary body is by 
birth an ‘‘ heir-apparent ” with a natural right to a share in the property of 
the joint family should that be partitioned. That share is_ fixed, and can be ascer- 
tained at any moment, though it is liable to vary according as new mcniber.s are 
born into or die out of the coparcenary body. But the riglit is. ab uti'io and 
alwaj's, a natural right. Under the Muhammadan Law the rights of the heirs 
arise at the death of the person from whom they inlicrit : they vary nccordijig 
to the composition of the family at the time, and in the ease of some heirs 
(c.q., the distant kin) will only arise if that composition is of a pnrtinil.ar 
kind! But once the right of a kin.sman, however distant, //us arisen. _ it is 
also a natural right. And under neither law ran there be any possibility of 
defeating that natural right, except by such a trick ns the transfer inlrr vivor. 

Now the succe.ssion duties arc bound, in any case, to be complicated, and 
many tax-payers will find them incomprehensible. They will also be a new 
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-thing in India, and will conseqtioiUy be unpopular But if their 
are w he increased by refinements wbi^ ate ^ud«prcod 

ideas Oft the subject of itJimUnce, unpopularity rStJonship 

lesentoent And, as I hasa Inad to show, gtaduatioa according to rwsuons p 
Will be such an innovation n ,1 

An example wiU make the tn^UruE dear Let us take the^case of n iiuidu 
coparcenatv body consisting of father and two sons The share 01 c^cn 
be cr^thiid feupposAUal one son dies then if the English 
iS were adapted to ffia, the father would pay 1 a 

share, the brother S per cent on Im Suppose, on the ^^her hand, that not a 
son but tlie father dies then both sons will pay 1 per cent each io a 
all three, from the iwint of mcw of inbenUnte, are equal, as is pto'cil uy 
their "shares” He will certainly not understand why the same man should 
pay only 1 per cent when he succeeds to one coparcener and b per cent wntn 
he succeeds to another 


This part of the question could only be fully examined by lawyers and I do 
not propose to pursue it I may, however, state the opinion of an experienced 
Indian officer whom I consulted, and VJilh -which I agree 


(a) Jt will be impossible to devise a complete graduation by rclation'hip 

which will suit the three main religions alike (Hindu, Uuhajflmadan 
and Christian) 

(b) Any attempt to devise ditferent eeliemcs of graduation by reltfjonship 

Jor diHerent religions wiU lead to inequality wi the incidence of 
taxation 

(c) If there is to be any graduition Ly relationship it should amount to no 

more than giving the aon a spevial preieirnce whilst all other 
rehtioai are put in tiio same class This would still allow room for 
the operation of *l»e ‘ motive for eccumulation,' which is ths 
economic justification for graduation by relationship At>} thing 
more complicated will lead to endless litigation 

As betirecQ graduation according to the size of the estate left, and graduation 
according to the amount inherited by each indnidusl heir, 2 should, on general 
grounds, prefer the latter for two reasons--' ‘ 

(a) that in the absence of anybody corresponding to the executor of a 
Till in respect of Hindu and Muhammadan successions it will be 
difficult to fiv the responsibility for paying the estate duty on xny 
particular peevjti 


(h) that, to some extent, jt will lighten the burden of taxation CFor 
instance, by the provisions of Uie Madias Bill, section 19 (did thev 
refer to an estate duty), the duty on an estate of li lakhs would 
bp Rs 5 500 b it if it 'fere l/roleiz up into three successidns of 
Jls SO 000 each the total payment would he only Rs 4 500} 

Q the same time the lax bristles with difficulties, which are 

germane to a discussion of the t/irco propositions quoted in question 139 

(,a) Ex natura the tax is bound to press heasily on the heirs at a tjne of 
need The rstes need reiy careful and scientific graduation, 
especially oa (he smalliir successions, if the burden is not to become 
intolerable 
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The tax lends itself to easy evasion by means of the transfer inter 
i”?*® property is well acquainted 

with that method of dieappomting Ins own heirs, he will not hesitate 
to use the same roethod to disappomt Government 
The pec..!i«nt,e, o! Jl.ndn and Motoaimadan Uw make testanentary 
dispositions mcommon so that special atretigemmts tv, 11 he iieces 
sary to ascertain the value of the property to be taxed 
In practice, the ta* trorid fall miinlj on land, taiWinns heayy 
machinery, and oilier stocks and shares than those payable to 
beirer and consequently traceable Eiperience shows -hat at a sat 
cession moral, le ptopert, u apt to disappear, and as an ,nte??al 
™ula necessarily d*^ Ware ,h, succeSsion yas repoHed or th’ 

°dSppeSr.”t'1?L‘*'‘'’ 
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(e) Estates transcerrd provincial boundaries. If, as a result of the tax. 
being imposed in one province and not in another, an o%vner is taxed 
only in respect of a part of his estate: or if he can avoid taxation 
by a change of residence ; or if he can evs^de the tax in respect 
of his movable property (banking accounts, securities, cash, jevellery)- 
by a change of location — administration of the tax will become a 
matter of great difficulty. 

These facts suggest that the succession duties should either — 

{a) be a central, and not a provincial tax : or at least, 

(6) be imposed by the central legislature on behalf of the provinces. 

The last difficulty is the greatest, and of great importance. It can only be 
avoided if the same tax be in force over the whole of India, and that can "only 
be achieved by the Central Government. 

But no province could afford to give up one of its most valuable reserve- 
taxes without a quid pro quo; and were it decided to transfer succession duties 
tj the Central Government as a central source of revenue, it would be necessary 
to replace them in the provincial system of taxation by some equally productive 
substitute. As an alteimative, it has been suggested by Mr. Findlay Shirras in his 
latest book, and before him by the late Finance Member of this province, that 
the Central Government should take over the tax, but reduce the contribution 
pro tanto. But under the Devolution Rules, the benefit of any such reduction 
must go in the first place to the provinces whose contributions exceed the 
“ ideal ” proportions specified in Devolution Rule 18, so that Madras, the 
Punjab and the United Provinces would at first be the only provinces to benefit 
from the suggested arrangement, whilst even if the entire contribution were 
abolished, they would benefit to a far greater extent than other provinces. They 
would, in effect, be receiving not only the proceeds of their own succession duties 
but also a large share of the succession duties of other provinces as well : and 
I can scarcely believe that Bengal and Bombay would agree to an arrangement 
by which they would actually be taxing themselves for the benefit of other 
provinces. Moreover, the province is entitled both to receive the benefit of the 
tax and also to be relieved of the contribution. 

It seems improbable, even impossible, that all provinces should agree 
to the imposition of the tax at one and the same time and at the same rates. 
Consequently, if the necessary uniformity is to be secured, it is essential that these 
duties should be imposed by central legislation. Moreover, no local legislature 
is likely to impose such a tax ; the central legislatrire might. There appears, 
however, to be no objection to an arrangement by which the Central Government’s 
share in the transaction will be limited to passing an all-India Act on behalf 
of the provinces. They have done it before, in pre-reform days (the Court-fees 
and Stamp Acts are obvious instances), and there seems nothing to prevent 
their doing it again in this case. So long as the Central Government devi.so the 
necessary legislation and the central legislature impose it, the provinces can bo 
trusted to collect and appropriate it. 

This discussion can be summed up thus — 

(a) If there is not to be widespread evasion by changes of residence or of 
the location of movable property, the tax must appl 3 ' to the whole 
of India, and^ the d.uty rates must be the same all over India, 

(h) For practical reasons, the tax should be imposed bj’ tlie_ Central Govern- 
ment : but it can be collected by and should certainlj- bo assigned 
to the Provincial Governments. It follows tiioreforc that, for purelj' 
practical reasons, 1 accept the three propositions quoted in que.stion 
159 as being valid in the special circumstances of India. Thej* 
appear equally valid as theoretical propositions : but in the pre.sence 
of practical considerations, that is not an aspect of the matter that 
I need discuss. . 

7 ^/. — q^he main difficulty arising out of the joint family s.vslem is con- 
nected with the presence of infant coparceners. “ The application of such a 
duty in the cases of the deaths of infants, who have by the mere fart of birth 
acquired an interest in a joint estate, dying soon after their birth will not only 
affect tlio susceptibilities of the communilj'' but will involve hardship by reason 
of the possible frequent le\w of the duty.” (Report of Madras Death Duties 
Committee, paragraph 6 : cf. Findlay Shirras’ Science of Puhiic Finance. 
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tiitrp.: ^11—313 \ Tfie difficuUi is a real one, but it is necessiry to undcf^taiid 
„.t«re cla„.y Ui 

■% oald bo to increise those of D and ^ to J/o i 
each /rim« /ocic, therefore it vould seem as 
A4 If ^ levj from D and V on their inheritance 

of 1/iath each would coeer the case 

iimily IS ex hnothest undnidcd D and T have 
nothing of their o\^n wherewith to pay it and 
the dut\ will actually he pud out of the joint 
family funds In oiler woids the dcaUi of any 
coparcener means a pajment of duty falling on 
the entire joint familj whether everj member 
of It benefits by that survivorship or not lo 
obviate this the Madras Committee su.gested 
levving a tax only when the licad of the family 
died le \ and then is I nndcrgtind levying 
It on the value of the whole joint family s 
"» * » estate not on As own share alone Tlicv hold 

that this proposal ivQuld phee the Hindu 
community on a par with other communities in the matter of direct liabihty 
io the proposed duty ’ 





l' 

! 

1 


'a 

1 
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On this proposal I offer the following suggestions — 

(1) By head of the family the Modras Committee apparently mean 
the managing member (as does question 141) But the imnaging 
mealier need not be jm fact frequently is not) the senior co^rcener 
In the illustration for instance it is at least as likely that B would 
1 old the post as that A would Now if the duty is to be levied 
only on the death of the managing member in this case there would 
be no levy on A 8 deitli but onl\ at B s But nuite possibly B, 
before he d ed would divest himself of tl c post and pass it on to 
C or D and so on hi fict, matters might easily turn out (and 
more easily still be arranged) so that the managing member si ould 
neter die ind (he duty m consequence never be paid Held of 
the familv if this proposal is accepted must necessarily mean 
the senior coparcener whoever ho may be 


(2) The Madras Committee consider that the proposil merely equates tho 
liabilities of the Hindu and other communities On the contrary, 
jt seems to me (hat it gives them a decided advintage The 
general principle which they had in mind is that there should 
only be one payment of duty on the average per genorition per 
joint family But in another community there would be one pay 
ment per generation per famtij lo return to the illustration 
given above in another community D E and F would be sepirato 
from B and C and whereas in the joint family there would oe 
a fair chance that in three generations only three payments would 
I e mad^ in the two corresponding families in another community 
probably five payments would be msdc The simple solution which 
1 have reached after consulting the Kfdian officer already mentioned 
is that the dutv should only be levied at the death of coparceners 
^ certain age— 18 or 20 years That would avoid the 
difficulties connected with the presence of infant coparceners whilst 
the duty would only be payable on the death of persons who in 
the absence of (he joint family system would themselves be heads 
of families In this case of course the levy would only be cal 
culated on the share of the deceased and not on the whole estate 
of the joint family dn exception however should be made where 
the only rnale member of the joint family dies at an age under that 
fixed as the 1 mit for this purpose and the property goes to some 
separated relative Tn such a case the heir would be virtually a 
stranger with no natural right to succeed in the joint family at 
presen?^ justification for exempting from duty would not be 

Q — Piofe.sor Shall! dictum may poss.lly apply to some estates in the 

jrovince but certainly not to many The question of machinery, hoyeiec need 
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not detain us : as I have pointed out in answer to question 145, a suitable- 
machinery is at hand. 

Q. I}f3 . — I should myself suggest that this statement is much less true of 
India, thanks to the joint family system, than it is of other countries. In 
England, for instance, the demise of the father whilst his sons were still at 
school would certainly make it difficult to carry on the father’s business, and it. 
would be necessary to hire assistance till the sons were old enough to take tlio 
business over. But if the head of an Indian joint. family died there would 
generally be some other adult member of the family to cany on — a son or a 
brother. 

Q. 1^5.— Whether the tax be — 

(1) a central tax pure and simple, or 

(2) a provincial tax imposed by the central legislature, or 

(3) a provincial tax imposed by the provincial legislature, 

the appropriate agency for levying it in this province would be the Bevenue 
Department. In respect of land, revenue officers alreadj' deal with successions, in 
connection with the proceedings necessary to effect correction of tlie record of 
rights in respect both of proprietary titles and heritable tenancies under the 
revenue law : and they should find no difficulty in valuing such estates in 
connection with these proceedings by means of the village papers, provided that 
they are supplied %vith rules for their guidance. In respect of other kinds of 
immovable, and of all kinds of movable property, these same officers were till a 
few years ago accustomed to handle income-ta.x assessments, and should find no 
difficulty in adjudicating on declarations of value by the heirs, or testing them 
either by evidence or by local inspection. In respect of details of assessment, 
appeal, review, collection, etc., I think that the provisions contained in sections 
10 to 18, 22 to ^28, and 30 of the Madras Bill would [mutath mntmdis) be 
generally suitable* for this province. 

Qs. HO and llfi . — I should not regard any of the scales given in Appendix P' 
as suitable by reason of their complicated graduations for relationship!* 


1 would 

frame a scale as 

follows : - 


Value of individual inherifauce. 

Hate per cent on the value. 

Es. 

5,000 to Rs. 

10,000 

1 


10,000 

25,000 

2 

3} 

25,000 

50,000 

3 

3> 

50,000 

75,000 

4 

73 

75,000 

1,00,000 

' 5 

33 

1,00,000 „ 

•V 2,00,000 

5 on 1st lakh : 6 cu reniain.ler, 

33 

2,00,000 „ 

3,00,000 

V 

3f 33 * 3t 

33 

3,00,000 

4,00,000 

33 33 ^ 33 

33 

4,00,000 

5,00,000 

0 

33 33 ^ 33 


^I’ore Es. 

5,00,000 

33 33 33 


Provided that — 

(1) no succession duty will bo leviable where the value of the total e.st.ato 

left by the deceased docs not exceed Es. 25,000; - 

(2) the son succeeding to his father shall receive a rebate of SO per cont- 

if his inheritance is less than Bs. 25.000 ; 53t per cent if it i' 
between B-j. 25,000 and Es. 1,00,000; and 25 per cent if it is above 
Rs. 1,00,000. 
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note on the system ol taxation in the TInited Provinces by 
Mr. Blunt. 

The oOiecl of this note a It. tlesmbe the csisliHE Bislcm of tamtion m tlje 
■Omted Provinces and to indicate what appear to me to be its principal dciecrs 
The views expressed are roj personal views, and must not be regarded as com 
nutting Goseriimcnt 

2 The revenue o{ the province falls into three parts— 

(а) Bcienue derived from sources other than taxation 

(б) Revenue which would probably not be regarded by theorists ns the 

proceeds oI taxation, but is certasnly so regarded by the persons 
who pay it 

IcI Revenue derived from lavalion proper 

As a prelimmarv to discussing the qs'em of taxation therefore, it is ncces 
sary to classify revenue into Ihcvc component parts 1 have made an attempt 
to do this in tlie table appended to this note Tlie svstem of classification which 
I hitve adopted is generally that of Professor Bastible I have doubtless erred 
m applying it but so long as th® picture is intelligible it matters relatively liltJfr 
if it is incorrectly drawn The classes are ‘land revenue,” “taxes on acts,” 

‘ tRves on commodvlies , ” “ fees tor services , ” income derived respectivOy front 
“state domain,” ‘state industry,” and state prerogatives,* and " miscel 
laneous ” I have classed an item of revenue as a ' fee for service ” where the 
revenue \s not sufficient to pay for the service 

3 The figures in the table are the gross figures of revenue given m the 
budget estimates of IP242S They are stated m ihonssnds It wiR be found 
that the table, together with the evplanatory details given below, mcidcnlally 
answers Koi 10 to 12 of the questionnaire 

4 Cxp/miatiorj of (he fiffutes in the Mlife— (1) Land reienue— (The class! 
fication of land revenue is a controversial matter J have not attempts to decide 
whether it is more properly regarded as a charge m the nature of rent, or a lav 
on land, or income from "state domain” Its nature is well known, and I 
have simply classed it as * land revenue ”1 

(a) Zand revenue proper consists of— 

(1) ordinary revenue (6,92,02), and 

(2) mahhana revenue (2 02) 


The latter item represent^ payments due in certain districts by the subordinate 
to the superior propnetos, which are collected by Government and passed on to 
the latter It is cancelled by a correspouduig entry on the expenditure side 

(6) Fees for scTcices — The inosi important items are — 


(1) Rates and cesses an land (2,80)— This item is a rate levied under the 
law on estates under the Court o! Wards to pay for the .ost of 
management incurred in the offices of the Board of Revenue of 
Commissioners and District Officers Any net profit that may occa* 
in this item is trivial (and accidental) 


(2) Partition fees (4 60) —These are fees levied from the parties to pav 
for the cost of carrying out the partition of estates They ereeed 
the cost of the special jartition establishment by 31 per cent 
but to the cost of this estabLshment must also be added a part of 
the cost of the permnent establishment (assistant collectors and 
land record staff) employed on partition, and there is certainly no 
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(c) Income, from state domain . — Of this a sum of 12,34 represents the revenue 
ot various Government- estates and estates under attachment : the rest (1,24) 
represents the revenue derived from Government quarries and minor mineral 
products. 


(1) State 'prerogatives. — These are fines payable under certain cii’cumstances in 
cases of mutation of names, and are imposed under the law. 

(2) Excise. — The sum of 45 under “state prerogatives” represents fines and 
lorfeitures. Tlie nature of the main sum (1,45,51) is well known. 

(3) Stamps. — The item of 47,08 shown under “ tax on acts is the revenue 
derived from non-judicial stamps : that of 1,34,09 shown under “ fees for 
services is the revenue derived from judicial stamps. On the ground that the 
administration of justice should be free of charge, theory may require this item 
also to be shown as a “ tax on acts,” and popular opinion would be in agree- 
rnent with theory : _ but I have shown it here to emphasize the fact that the 
yield of court-fees is barely sufficient to pay for the cost of the administration 
of justice. It is difficult to estimate the latter with accuracy ; the district 
staff are engaged on other than jiurely judicial duties, as are also Commissioners 
and the Board of Eevenue. But there can be no doubt that after allowing for 
a fair proportion of the cost of these establishments the courts genermly — 
revenue, civil and criminal — do not earn in court-fees enough to pay for them- 
selves, whilst revenue and civil courts by themselves barely cover expenses. 

(4) Forest. — The greater part of Forest revenue is derived from the sale of 
produce, and must clearly be regarded as income from a state domain which is 
managed on a commercial basis. There are a few items, however, of a different 
kind. 

(1) Fees for services.- — The items are — 

(a)“ boom and rafting dues” which are paid, practically, in return for 
the policing of the waterways by the Forest department. 

(jb) Shooting fees. — In theory these fees are devoted to game preservation, 
and consequently are paid to the services rendered by the depart- 
ment in tnis direction. 

(c) Recoveries on account of afforestation. — These are sums paid by private 

persons to the dejiartment for afforestation work carried out in 
their estates. They are of course occasional only. 

[d) Traffic fees. — These are fees paid by contractors and others for carriage 

of their timber and other produce on the forest tramways — in fact, 
railway freight charges. 

(2) State prerogatives. — These consist mainly of the confiscated .securities of 
contractors, and as such would possibly be regarded more correctly ns an 
incident in the management of the “ domain.” 

Following the view taken by the department, I have included grazing dues 
in the main figure (income from domain). They hold that there is no c.sscntial 
difference between a payment made for grazing cattle in situ and the payment 
that would be made for cut grass sold in open market : and that the grazing 
. dues are simply one particular method of obtaining a price for their produce. 
They may be regarded as an instance of what Professor Seliginan calks a “public 
price” — i.c., a payment made for a service sold by Goyernment primarily for 
the special benefit of the individual but secondarily in . the interest of the 
community. 

(5) Registration. — This is of the nature of a “ fee for service but ns the 
foe exceeds the cost of the service, it has become a tax. (The cost of the 
^Registration Department proper is 4,64. ; to this must be added a part of the 
cost of the establishment of District Judges, wlio arc district rcgi.strars, and 
some other officers, but even so the “ fec.s ” exceed the cost of tlie " service.") 

(6) Sriiedidrd tnre.s (1.00). — Government propo'jcd to iiiipose a new tax on 
betting and certain forms of amusement. The proposal was .subsequently dropped, 
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^ut the figure is interesting as showing how smaW would be the jield of such a 
tax m any but a presidency province 


(7) Sulsuhzrd conp'TWies — This represents 
of the Shahdara Sshirmpur Light Hiilway, 
JiaMfig provided land free of cost 


Government's sh®re of the profits 
which t\iey xeceivo iti lelnm for 


(8) Irrigation — ^Tlns is n commercial department, and in the circumstances 
I have classified it as a " state industry ” Though m theorj the charges for 
•water bear some relation to the value of the «atpr to the purelnsor, and are w 
calculated as to bring m a fair commercial profit, the rates ate wen below the 
figure that the cuUiiator could pav, and indeed would be willing to pay, since 
anv altt*rnati\e method of irrigation would cost him far more /recording to 
Professor Seligman’s classification, irrigation rovemio clearly coustitules a public 
I-riee At the same time it is popularly regarded as a tax 


1^) Intertit —This represe'nls the intercsl— ' 

(а) paid by local bodies, landholders, cnltisators and others on loans 

tahen from Government, 

(1) paid hv the Government ol India on the surplus ol Tlnited Trovinces 
Development Loan 

1,10) AdminiitTation of jugfice— (1) feet for eenicer— This consists of— > 

(q) Court-fees realised in cash (3 91) which includes fees paid for tho 
execution of decrees , fe<.a paid to process sets ers and amins , fees 
for sale of lands and other minor fees, and 

(б) all record room receipts and plcadership examination fees (54) 

(2) Stele prrrojetn e« — This consists entirely of receipts from fevs fines 
and forfeitures recovered in the civil and criminal courts the sile 
proceeds of unclaimed and escheated property and certain miscel 
Uneous receipts of a similar nature 


(11) Jailt and contict arttfenienfs — Th* receipts from jails consist mainly 
ot the sale proceeds o! jail manofactores and are therefore classed ns o stale 
mdnstrj ” A small sum repre«ent8 recoveries of various jail charges from 
Indian States and some miscellaneous items 

(12) Police — (1) Feti for ttrxieet — The^e consist of fees for the registraton 
of motorcars and for licensing stage carnages contnhiUions paid !>v the railuays 
for their police, receipts from the public for rewards, cost of police supplied 
to public departments and private persons together with superannuation receipts 
on the same account, and paid by the same persons 

(2) State (lomom — This consists of miscellaneous receipts derived from the 
sale proceeds of produce in police lines and elsewhere 

1,3) State prtTOjatite* -'These are various miacellaneou^ fines 

(13) iJducation— (1) Fc<'s for aen ire* —These represent fees m Government 
colkgea and schools and evaewnation fees 

(2) State mduitTi; — Tbj« represents the sale proceeds of books in the hook 
, depot and of other manufactures vft the workshops at the Civil Bn 

gineenng College— notably the photo and .lithographic department 

(3) MiiceUaneous — This consists of contributions from the public and 

income from endowments « ’ 

|2) State mdi/itry —These represent the sale proceeds of various industries 
tubes asylums and. of certain medical paraphernahi, (“ Agar 
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(3) Miscellaneous represents subscriptions and contributions from private 
persons and local bodies, and from the Government of India for the 
training of military medical students. 

(15) Public Health. — The description is similar to that of similar items under 
the head “ Medical.” 

(16) Agriculture — {!) Fees for services. — These consist of veterinary receipts 
and the fees of the agricultural college and school. The former sum, amounting' 
to 1,12, represents payments made by local bodies for Government veterinary 
inspectors deputed to their service. 

(2) State industry. — This consists of receipts from public gardens, agricul- 
tural farms of all kinds and from the department of agricultural 
engineering. 

(17) Industries. — The smab item under “ fees for services ” represents fees- 
o£ technical schools. The item of 37, under “ state industry ” represents the sale- 
proceeds of the manufactures of the workshops of these schools. 

(18) Miscellaneous departments. — The item under “ fees for services ” re- 
presents fees for inspection of steam boiier.s, fees for the examination of mechanics, 
and miscellaneous fees under various Acts relating to the registration of births, 
deaths and marriages. The item of 30, under “ state industry ” represents the- 
estimated receipts from the British Empire E.xhibition at Wembley. 

(19) Civil works. — The receipts under this head consist almost entirely of 
rents paid for Government buildings. 

(20) Superannuation receipts. — The item shorvn as “ fees for services ” re- 
presents the contributions of foreign employers of various kinds on account of the- 
pensions of Government officers lent to them. The item of 7 lakhs under 
” miscellaneous ” represents payments by other Governments of the commuted 
value of the pensions of their servants who have retired in the United Provinces, 
and receive their pensions from the latter Government. 

(21) Stationery and printing. — This of course is entirely a " state industry.” 
The receipts represent the sale of law reports, acts, periodical publications and 
forms, together with the cost of certain work done in the press for local bodies 
and private persons. 

(22) Miscellaneous — (1) Fees for services (2,62). — Of this 1,38 represents- 
fees for Government audit, and the rest are miscellaneous items such as fce.s for 
licences for the vend of food in court compounds, steamer tolls, and other miscel- 
laneous items. 

(2) State domain. — This represents the sale of stores, materials, Govern- 
ment lands and houses and sundry other receipts from Government 
lands. 

(3) State 2 ii‘e‘’'ogafives. — This represents unclaimed deposits. 

(4) Miscellaneous. — This represents recoveries on account of service pay- 
ment. 

5. As I have already explained, the figures given in the table arc the budget 
estimates of 1924-25, and I have given them as they stood because the Committee 
should have the actual facts before them. They were abnormal, Jiowever, in some 
respects and for purposes of comparison they should be corrected as follows : — 

(1) Excise. — The estimate was too high. There has been a large decrease in 
the yield of this tax in 1921-22, and though there has been some 
recovery, the normal is not likely in future to exceed 140 lakhs. 

^2) Stamps. — The figure for non-judicial stamps included the yield anti- 
cipated from a proposed enhancement of court-fees, which the Council 
refused. A normal figure after o.xcluding the enhancement would be 
124 lakhs. 

(3) Scheduled taxes. — As already' mentioned, this tax was withdrawn, arid 

should not bo included. 

(4) Irrigation. — For various reasons, the yield in this year was unusually 

low. The normal yield may bo put at 127 lakhs. 
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6 The figures can now be arranged ais follows, jn round lakhs — 


TaxaiiOa proper— 

Land revenue , . 

Taxes on acts . , , 

Taxes on conrnneditios , 

Total taxation proicr 

cena* popularly reyarde/i aa faration-^ 
Fees for serrices (judicial stamps) 

Total, taxation and quasj taxatiOQ 

for terrtcet , , 

Income from— 

Staie domain , , ^ 

State industry (irrigation reienue) 
Other 

S(o<e prtroyalmea , 

iltscellantous . , 


Total, Non tax revenue 
Total revenue 


7 Th» „„ b, _ 

”°hole“ OfThT“ r'”™“ “mounts to 22 7 pen ceM ot 

rraponse™to ecomL?°S? A°d«creS° " ’'“mes in 

occur m unfavontoM. ctrennattneS^m P?r L„“f 
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■(lu) the yield from “ fees from services ” can he arbitrarily increased, and 
to that extent the fees resemble taxes : but the nature of the 
services precludes any great measure of enhancement (2 ‘4 per 

‘ cent). 

{,&) taxation and quasi-taxation produces 77‘3 per cent of the total revenue. 

Of the total proceeds of this taxation — 

(i) land revenue is derived from agriculture (68-2 per cent) ; 

(ii) excise' revenue (i-e., the tax on commodifies) is derived from luxuries 

in the shape of intoxicants (13-7 per cent) ; 

(iii) the judicial stamp duties are derived from litigation (12-2 per cent); 

(iv) the taxes on acts (non-judicial stamp duties and registration) are 

derived mainly from commerce and industry (5’9 2 )er cent). 

8. From a practical point of view, the most important of these conclusions 
is that which relates to the distribution of taxation between town and country. 
The rural population, in respect of their means of livelihood alone, contribute, 
in the shape of land and irrigation revenue, no less than 72 per cent of the total 
income of the province : but in addition to this, they also contribute a considerable 
part of the public revenue under other heads. It is true that both the judicial 
and non-judicial stamp duties on transactions which are specially common amongst 
agriculturists have, of design, been kept at a low figure. Nevertheless tlie 
taxation paid by this class of the population under the heads of Excise, Stamps 
and Eegistration cannot be less than another crore, and the percentage of their 
payments to total receipts from taxation cannot be less than 80 per cent. To ' 
this must also be added the local cess of 10 per cent on the land revenue, which 
is the only important local tax, and amounts to another 70 lakhs. 

These figures, of course, do not prove that the rural population contribute 
either beyond, their capacity or more than their fair share of the public revenue ; 
and before the latter proposition wei'e established it would he necessary to allow 
for the incidence of central taxation, to which they contribute relatively far lo.ss 
than other classes. Yet the fact remains that of jirovincial taxation they contri- 
bute 80 per cent whilst of local taxation in rural areas they pay well nigh the 
whole. In the circumstances it is not surprising that the Council, a majority of 
whose members represent rural interests, are in determined opposition to any 
attempt to impose any further taxation that will in any serious degree increase 
the present burden of the agriculturist. During the past few years that opposi- 
tion was manifested in connection wntli the taxation proposals of the District 
Boards Act, the enhancement of the irrigation rates and the enhancement of both 
the court-fee and general stamp duties. It is a factor of whicli Government ipu-^t 
always take account when they are considering new measures of taxation : it is 
a factor of which the Committee are invited to take account in e-xamining the 
nature of the present system of taxation. And it is a serious matter, for it has 
the effect of safeguarding from enhancements of taxation no loss than 75 per 
cent of the total population. For our jmesent purpose, it .further means that 
''inclusive of the non-tax revenue which is inc.apablo of any great expension) no 
less than 75'4 per cent of the present revenue, namely, land revenue, irrigation 
revenue and non-tax revenue — must be regarded ns well nigh fixed, whilst enhance- 
ment in respect of another 14 per cent (stamp duties and registration) would 
only be possible on condit'on that the entire enhancement fell on that 25 per 
cent, of the population that is not agricultural. It is only in resj)eet of excise 
that the Council (setting moral before material welfare) would agree io any 
enhancement affecting the cultivator. 

9. Yet, quite apart from this consideration, the main defect of the existing 
system of taxation is its lack of elasticity. I take the main taxes individually. 

(1) Land rrrcmtr . — Land revenue in this province .s a charg- upon land, 
whieli in most districts can only be varied at intervals of not less than tliirtv yenir. 

In most years there will be .some addition io the total land revenue demand, 
winch may amount to a lakh or two, hut is generally less. This conslnntly 
recurring increase is duo to two facts ; first, the settlements of the different 
districts are itol concurrent, hut fall in at different dates and in rotation : 
soeoiull.v, when a re-assessment results in a oon.siderahle increase of revenue, the 
onhancement is not imposed all at once but in two or three instalments .-it intervals 
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as a tax is thoronglilj inelastic 

f2l Excut —The polios of Government »s directed towards .“J'f 

siin^tion and has achieved considerate success m the past tew ^ 

Xo^h ,s of a permanent nature Iheie Ins been, m copsequenco, a heavv loss 
of revenue sme^e 1920 21 and tbongh there has been a digbl recoverv 
the ctttreot year, there i3 no hope of any marked increase in the y>®^£ 
tax unless the duty is reduced, winch would produce in^cased consumption and 
consSiuSty I outside the sphere of practical politics Government are contem 
plating steps which may succeed in divernng *ome of the profits of the illicit 
^stiller and tho smuggler into their own coGcrs Apart from this, however, 
no increase of revenue is likelv, and the tax must bo regarded as at best 
inelastic and even as dwindling 

(31 Cmird /res— The Court fees A«<- pwsent m force m the United Tro 
Vinces dates lack to 1870 Since that date, the purchasing power of money 
has diminished, the market value of property has wicteised, and the cost of the 
weatlj. and is still rising whilst the valuation 
oi five times tb* land revenue There is every 
nties, when additional taxation is necessary 
have introduced the necessary Dd\ m three 
y. jvuia ill X 9 ^ couiicil refused »t even a first reading, mair^ on 
the ground that it would increase the burden of the agncullnnst In 1923 2^, 
Government succeeded in passing a more modest measure, specially designed to 
spare (he aRncuUunst, but in the teeth of vigorous opposition, and for a year 
only In, 19M2S, Council determined to secure the mavimam of retrenchment 
before agreeing to additional tavatioR refased to renew the measure of the 
previous year, with the result that the onsmal Act is still in force, and the 
justification for enhancement sltll exists There is no doubt tliat expansion is 
possible in this tvx The BiU of 1922-2S which proposed enhancements similar 
to those that had been passed in other provinces was estimated to yield 31 lakhs 
The BiU of 192324 was estimated to yield 16 lakhs hot acluallv yielded only 
12 lakhs, this reduction was mainly the result of the restriction of its operation 
to a year, which enabled litigants to avoid the enhancement at the beginning 
of the period by premature institution of suits and at the end of it by delaying 
such nstitiition \ permanent measure could produce anything between J5 and 
SO lakhs according to circumstances whilst as experience has proved rates 
of duly could be lowered as easily as they could be rawed This tax is there 
fore reasonably elastic and also reasonably productive 

(4) iVon Tueftaaf si'amp duties — The original Act is almost as old a& the Court 

fees Act, dating back to 1879 and (he reasons which justify enhancement of 
its duties are also much the same Government m 1923 24 succeeded in passing 
a measure enhancing them though here again it was found necessary to avoid 
ircreasitig the burden on the agricultural population, by leaving untouched the 
duties on all transactions which were common amongst them These enhance 
ments were re enacted in 1924 25 wilhoui serious opposition, and it may be hoped 
that they have come to stay They produce some 8 lakhs of additional reveime 
which could if necessary be increased to 15 or 16 lakhs by further enhancements" 
Reduction of the rates once enhanced could not, perhaps, be so lightly undertaken 
as a reduction of court fees for even beneficial changes are apt to upset com 
merce industry, for which stability of taxation is a matter of great imnort 
Xtive^'*^ ** reasonably elastic and reasonably pro 

(5) ^e^s^rafion ■— Registration fees in this province are undoubtedly low- 

lower, I believe than in some other provinces There have been some minor 
enhancements and there is room for more But only an undesirably large mSSS 
of rates would produce any valuable addition to the revenue for the Ux as its 
present yield shows is not highly productive ’ ^ ® 

(6| trnmhm rntnut-Aay rarahon in tliMe mast obviously be condil.on.,! 
by ocowiinlo tanseo over Tvbicb Government havo no control , tbf 
level of the prices of ac™!ternl produce, end the conjeqneii Wine S tbi 
vialer to As pnrebsser Tins source ot revenue, it reaatded\s a fav is (b... 
tote peculiarly inelaslie And Hw tact (hat as a ta?tt wooH 111 
tbe agriculturist practically precludes any enhancement ^ ^ ‘ entirely on 
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CFignres in tliousands of rupees] 


Head of account. 

Land revenue. 

Taxes on — 

EQ 

O 

C) 

Income from State— 


s 
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■4J 

CJ 

to 

o 

O 

s 

s 

o 

o 

> 

o 

U1 

fx 

O 

m 

o 

CJ 

Domain. 

Industry. 

Prerogatives. 

o 

V 

H, 

o 

o 

Land revenue . 

6,94,04 

■ 

... 

8,01 

13,61 

1 

.11 

1,08 

12 

- ( 

I 

7,16,65 

Excise . . . 

... 

n 

1,45.61 

... 

• •• 

... 

46 

... 

1,46,06 

Stamps 

... 

47,08 


1,34,09 


..I 

... 

t *** 

1,81,17 

Forest . • . 

... 

... 

... 

1,43 

62,61 

... 

30 

... 

04,04 

Eegistration , . 

... 

13,25 


• •• 



... 

... 

13,25 

Scheduled taxes . 

... 

1,00 

... 

• 4« 

... 

... 

... 

... 

1,00 

Subsidized compa- 

*•« 

..< 

... 

... 




1,60 

1,60 

nict?. 










Irrigation • . 
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... 

... 

• •• 

... 

1,13,92 

... 

... 

1,13,92 

Interest . 
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• •• 

... 

... 
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16,49 

13,49 
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• •• 
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4,25 
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• a. 

8,05 
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13,20 

Justice. 
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.•1 
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11 
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4,60 



4,71 

settlements. 










Police . . 
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3,06 
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22 
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3,71 

Education . . 


*.« 


7,97 
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27 

9,03 

Medical , 
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... 

26 

... 

10 1 

... 1 

30 

00 

Public Health 

« 4 
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38 

«.* 

38 1 

•1. 

14 
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1,10 
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6 


37 
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... 
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Miscellaneous do- 


.*• 

• ». 

61 


30 
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partments. 










Civil works . 

#•« 


... 

... 

6,60 

... 

••• 

... 

5,60 

Superannuation re- 
ceipts. 

• •• 

... 

... 

2,32 


... 

... 

7,00 

0,32 

Stationery and 



... 


.... 

3,11 



3,11 

printing. 

t 









MiBCcllancons . 

.*• 

... 

... 

2,52 

2,06 

... 

0,61 

30 

11,30 

Total 

6,94,04 

01,33 

1,45,61 

1,66,13 

Dl 

.38.17 

17,21 

26,22 

13,21,93 


Mr. Blunt gave oral evidence as follows: — 

The. President. Q . — ^You are the Financial Secretary to Government. \Yliat 
departments are under you ? 

A. — Finance, Excise, Stamps and agency subjects such as Income-tax and 
Opium. 

The President . — ^You have been good enough to send us a complete note and 
the Committee is very much obliged to you for it. 

Dr. Ilyder. Q . — Regarding classification of revenue, I take it that yon refer 
to Professor B.nstablo in this connection, and you have adopted his theory-. _ In 
that classification, you have classed an item of revenue ns a ''fee for service" 
wliero the revenue is not sulficierit to pay for the service. 
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A -A itmlr I )>«, said so so»o»W I hare eapk.osd it m mj “«"■»- 

""p™! ,te oot ootesW 'Sliat JOO ■"««" 'f ’"ss]i”“SrM mo*™ 

\alQt " 

A —That IS onlj a mild jcsl 

The Prendtnt Q—l IhmV it 'aoiild help us if >ou weic jj® 

paragraphs whjch give ua the mformition regarding the treatment of the 
various proposals for new taxation 

A — ^liou mean in the Canned’ 

n \es Yon say that in tho circumst'inces it is not surprising that th& 

Council a maioriU of whose memhers represent rural interests aro m deter 
mined opposition to any attempt to impose any further tAxation ‘hat wll m 
ani serious degree increase the present burden of the agricnUunst 1 t c 
that your province has been more unfortunate in respect of taxation ms icrs 
than any rtlier province’ 

1 rhit 15 so The Acts in «j»icstK»n are oU mentioned m my memorandum 

The first IS the District Hoards Act Unfortunately 1 am not well acquainted 
wUh jts history ns I was on leave but 1 drew up the original taxation propo- 
sals What we wanted to do was to increase the amount that could be pot hy 
cesses tt present it is limited to 10 per cent wo wanted to put it at 15 ^ 
as a rnaximnm of course fn the discussions before the Act came before tho 
Council It was reduced to an extrn Sj per cent or something like that Then 
in the Council it wis reduced still further 1 am not quite sni-c of the c^set 
figure, but I think it is m extra 11 per cent or so No District Hoard lias ye* 
used its new powers of taxation 

ij— Hive you not subsidised the District Boards !>> very large giants* 

I —Yes 

Q— Does your Finance Department Oi,ree to mike grints when the Doardu, 
don t raise tixalion’ 

1 -—We have occasionally endeavoured to pul forward our point of view 
but only with i certain amount of tncocss 

(?— Dint you use (he power which the subsidy gives you’ 

4 —No We have not yet done so 

<?— Don't you sav that unless you tii to (ho maximum limit and exlnnst 
all possible «(jurce8 of taxation, we xron't gm you, the subsidy’ 

4 —We have rot yet come to that stage 

Q — ^What was the second proposal for taxation’ 

A— rim enhancement o! irngalion rates These rite-, were enhinced bv exe 
cutive Orders in 19^ Tlie enhancement was based on tiie ground that prices 
had risen ard the rates were not suffcient consideimg the value of the water to 
the cultiv^or We had much discussion on this by means of resolutions m tho 
Cou^il he new rales were m existence for ono yeir and it tho end of 1923 2^ 
the f^vernment ape^ to reduce the rates so far as sugarcane was concerned 
Ihe Uoverninenl took -i fig»re hetueen the new and the old ones The loss 
amounted to 5 or 6 Ia1 hs on thit one ixduction 

Z>r Hyder p — ^Does your irrigation work pay weJJ’ 

t ^ ’* calculated II you are goinrr 

Uj judge (he true commercial value of it and take interest is well as workin? 
expenses Ito I think the profit would he about 20 lakhs of rnppj 


<?— Does that include the share of land revenue over these areas’ 

Ihmlfyoo " ‘ ett tkem woAed out and g.vo 

lor m .mgXn ^ »' '«» prodoot,,, ob„.c- 
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■i . — We liave the big Sarda canals, two of them, which will water the whole 
-of Oudh. They ought to produce a net surplus, but it is impossible to say 
whether it will be enough for them to come within the classification of produc- 
tive. I Lave iieard it doubted. Besides that we alwavs spend a few lakhs on 
purely protective works, mainly tanks and reservoirs. *This is in Bundelkhand. 

Q - — Then even your new schemes of irrigation when complete would allow 
you to pay all the expenses? 

-4. — You wish to know, I think, whether, when we have completed oiu’ irri- 
gation works, the whole system will give us a surplus. I should think it will 
give us an increased surplus, allowing of course for a share of the land revenue. 

Dr. Hyder. Q. — The total invested on protective schemes is only a very 
small portion of the whole? 

A . — It is a relatively small portion, but it js quite a large figure. There is 
the Ken canal system in Bundelkhand and there is another small canal system 
in a tract of country fm-ther to the east. There are also a large number of tanks 
and reservoirs. 'Canal irrigation is a very valuable asset to .Bundelkliand. 

The President. Q. — IVhat were the other efforts inade to increase the 

revenue? lou have spoken about the District Boards Act and enhancement of 
water rates. 

A. — I will now take the enhancement of court-fees. It came before the 

'Council for the first time in the year 1922-23 and it w’as thrown out by the 
Council on that occasion. Various arguments w^ere adduced; mainly they ob- 
jected to any extra taxation on land. That was their most serious argument. 
The Bill was again put forward before the Council next year and then too the 
main objection was that there was already a heavy burden on land. On the 

first occasion they objected chiefly to our attempt to raise the valuation for 

land from five times the land revenue. That was the main objection. 

The Maharajadhiraja Bahadur of Burdwan. Q. — ^IVhat do you mean by raising 
it from five times the land revenue? 

A.- — If you have a suit connected with land .you have to take a value of five 
times the land revenue for the purpose of calculating the court-fee and we raised 
it to 15 or so. The Council thought that it would be a heavy burden on the 
agriculturists That was their main reason for throwing out .the Bill. 

Q . — Why do you fix it from 15 to 20 times? 

A. — It was a matter of fact a compromise between what it ought to be and 
wfluit it was. 

The President. Q. — Have you not got anything passed till now'? 

.-1. — The next year the Bill was altered in such a way that the fees on suits 
in revenue courts were not enhanced and that the rates remained as tliey were. 
We did this by inserting a proviso giving a rebate. We .also left out the ques- 
tion of valuation of land. We got that Act for one year. For last yenr, that is 
for 1924-25, W'C tried it again but they w'ould not have it at all. The argument 
was mainlv that additional taxation was unnecessary. The history of the gener- 
al Stamp /Vrt veas tlic same, except that it was pa'Jscd for a sofopd y-.-'r ami 
still in existence. There again w'o .avoided any enhancements on any documents 
mainly used by the agricultur.al population. 

Q. — ^VTiat .about the tax on amusements? 

A . — That was withdrawn. ' 

Q. — Stamp and Court-fees are low'or here th.an in any other part of India? 

A. — ^Ycs. 

Q. — About the taxes in detail — you s.ay .about the land revenue that the 
"normal grow'th is likclj' to be much retarded in fiitur'’ as a rnsiilt of ni'dMn 
tendencies to modify the present terms of settlement ? 

A. — Yes. 

Dr. Pnranjpyc. Q. — Under land revenue you .show an amount of 694 hihhs. J.'. 
it the total demand or the amount recovered? 

-1. — That is the estimate of the amount to be collected. We calculate by 
deducting an estimate for .suapension.s and remissions from the doni.and jdiis 
arreai's. We also add and deduct advance ccllections. 

Q. — Allowing for the arrear.s and the advance collections, wind i.s the mnd 
demand ’ 
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J -It ts somtllntis 1 ctmb-I cim givs 50 a tKe'crted figure Uter o» 

The Uoehh Sa,la, ] 03 ,r,d,a S.ngh Q-WMe tegurd lo land ttvenoe docs 
at operate as a tax vn jour ptotmee’ 

4 — ^t\ould vo« mind telling me Tihat jou mean by tax! 

(?— A d bnilion Mas given to ns yestetdav— tbat is a payment for which 
the paver Lets no specific benefit 

1 — ^From tint point of mow it may be a tax tint is if >ou take it m a 
xerv broad seise but it is not so according to the usual view 

Q — How do jou define water rate— is it also a tax on agriculture’ 

4 — Most empbilically not 

Q —Can vou define it in any other vfxy’ 

i —I would define it as I have already said somewhere m this note, as what 
Seligman rails a public puce 

(?— Have jou any idea about the Stale running a commercial undertaking 
l\Vo irrigation and putting an ethical limit lo its profits’ ^ 

4 —The less the State runs commercial undertakings the belter Theoreti 
callv there is no reason whv there should be any limit to its profits but in prac 
lice there alwavs has to be A Slate cannot run the risk of a charge of 
profiteering 

Q — .With regard to ihe tobacco tax and succession dulv has anv Question 
arisen in the province itself or have >ou answered the (juestion merely because 
it has been put’ 

4 -—The tobaeco tax is not entirely a new thing It has been considered here 
it different tines for various reasnas The succession duty has been considered 
mote recently at a time when Government was concerned to find iurther sontces 
of revenue and I vrorjeed the case out and pul it before the Government 

C— \ou have said something about the lengthening of the terms of settle- 
ment fs it in the light of the notes left by Sir Harceurt Butler’ 

4 —No 

Sir Percy Thempion (?— You say, that judged by the definition of land 
revenue as being -» compulsory paymient from which the taxpayer gets no d rect 
oenefit you call lind revenue a tot’ Take for instance the grant of ovmership 
rights in malguzari settlements Docs he not get those ownership rights subject 
to payment of land revenue’ Does anybody hold on any other terms ether 
thin subject to payment of land re\enue’ ^ 

4 —No 


Q — Is not that land revenue that he pays a paj-ment for the use of a valu 
able asset’ 

A —Yes assuming tha* the land bllongs to the Goiernment On the theorv 
that the land belongs to the Government it becomes a mere rent m my opinion 

But if you do not accept that Ibeory and merely regard tlie payment as be 
tween an individual and Government it maj be called a tax, thoueh I do not 
snK’»cnbe nnself to that view Moreover if it is a tax, jt is a bad tax because 
at IS inelastic and unequal^ disinhuled 

Do you say that it is something less than the economic rent’ 

4 — ^Yes most certainly 

rfte President 0— With regard to excise We were told this tnoimns that 
>oa lost about 50 lakhs There were thiea causes for that a genume movement 
for temperance a change in the svstem and illicit distillation^ movement 

distillaticm is more an effect than a cause The cause is ch„.flv 
a considerable rise m duties m fact the decrease is due both to ? +p!^n» irZ 
ui'ivement an*' to Government poligy, ^ temperance 


2 B a 
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Tile high duties are made up of the actual duty and the vend duty -srhich 
tekes the shape of a dutj* and this has the effect of imposing a different rate of 
duty for different shops? 

A. — ^Yes. , ^ 

the profit of the shop-keeper goes on diminishing until it comes to- 
-he vanishing point? In theory that ■u'ould appear to be so.'* 

V 

— That is a point v-hich I raised vhen the proposal to introduce the sur- 
charge ^'stem -w-as first, put forvard. But I vas assured that in practice the- 
diminution would stop well short of vanishing point. 

— Does not that put a premium on illicit practices by the vendor ? 

A- — It certainly gives him a reason for wishing to indulge in illicit practices.- 

Q - — Is that compensated for by the difference in the class of licensee or do 
you think any licensee works for the profit he can get? 

A. — ^From what I hear of the new licensees, they are now a totally different 
class of person. 

— Does he still not work for profit? 

A. — The theory is that his profit, though smaller, is certain and safe. 

Q . — ^Te were told that all sorts of devices are adopted in order to stop sales- 
when you get near the limit of profit, that is, if a mau is getting near the stage 
at which he gets a yeiy small margin of profit on any further supplies he will’ 
sell the small quantity for a higher price. 

.4. — I believe it is so. 

Q . — It has been the experience of every province that when yon reduce the- 
shops the mere monopoly would increase the auction fee? 

A. — Yes, it would. 

Dr. Hydcr. Q. — You have a fixed rate of retail price? 

-1— Yes. 

Q . — So the vendor cantiot make more money? 

A . — ^But he adulterates his liquor. He can make money in several ways. 

The President. Q. — Have you ever calculated the profits under the auction 
system? I think that if you take the nominal or fixed retail price and multiply 
£t by the Quantity sold and deduct from that the_ atiction fee p?K-s_thc duty on 
liquor pfua the contract price, you will find that- in about ninety-nine cases out 
of a hundred "the result will be a minus quantity. 

— I t'nmk it quite probable that it would work out that way. 

Q. — Perhaps the liquor dealer derives his profit from water. None of these 
calculations leads to a discovert- of what his profit is ? 

.4. — ^No. -As a matter of fact we had a complaint from Benares that the profit 
was not largo enough. I think it may be due to the fact that we have the 
bottle system there and they cannot adulterate the liquor. 

Q. — ^You do not eliminate all those practices of adulterating the liquor merely 
by adopting the license system from the auction sv-stem? 

.- 1 . — 2s o. You cannot change human nature — in fact it is obviously an incen- 
tive to sell his liquor at as high a price as he can. 

Q . — About illicit distillation, is it growing veiy- considerably? 

A. — ^A'es. there is a separate note on that. 

D. — In the review of the last excise report I find this passage : 

“The Government desire to further temperance by all legitimate means. 

If licit consumption alone mattered, they would have succeeded sen- 
• ■ sationally. But they cannot lielp knowing that the rc.al decrease 5r- 

0 
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far <=.maUer than the tetnms saR?est end they /ear that it may hav® 
l,eL boSt at a high W T^e gams held out by illegal rractices 
are dtwing people to «ime, and the spread o! illegal 
enmg the State’s control of intoxicants to a point which renj«r 
It impotent to do anything for the cause of 

about these matters has led the Ooiernor acting with his Ministers to 
call a conference to advise him about them " 


4 — ^Ycs 

Can you give ns the results of that conference? 

4 —I could not immediately 

0 — Can you tell us nUether the general result of the discussion was to con^ 
■firm the opinion that I have just read out' ■% 

4—1 think the 'lew taken was that on tho figures there was no certainty 
-that illicit distillition had increased as much as was thought, hut \t was aflmvtted 
that there was a great deal of it 

P In the Punjab we were told that even with an increase in the staff they 

<ould not '■ontrol lUw't distillation and in the Central Provinces they say that 
they are teaching th* point of breakdown 

A — It has not jet reached that stage here, but it is getting perilously neat 
it 

p— When jou get to that stage, is it possible lo carry on without more staff’ 

4 -~I hope that we may do sometlijog by increasing tho staff 

P— Another line of attack or another difficulty arises through the very Urge 
smuggling of opium, etc 

4~Vea There are tuo kinds of smuggling one is smuggling through the 
province, and we seize large quantities from Malwa The smugghag of crude 
opium has also grown considerably recently m this province ^st year lh« 
seisoiea of such opium were mere than the nmounts of the previous three year* 
taken together It has grouTi to eerioas proportions now I believe the Opinm 
Department is going to lake up that question and by concentrating cultivation 
make the problem easier to handle 

p — Have JOU reduced the number of districts in which opium is cultivated’ 

A —The cultivation is no'w going on in as many as 29 districts but I think they 
are trying to concentrate cultivation 

Dr Paronjpye Is there competition among the cultivators to get per 
mission to grow opium’ 

4 — Yes, 1 believe so 


* ■P’eiident Q —What do you »y of the suggestion made this morninc to 
establish a tjnnja monopoly also at Ghazipur’ ® 

fj, "‘‘T Perhaps the same agency can do both But the 

trouble IS that plant grows spontaneousjy m many places, and 1 think it 
-very difficult to c^^ntrate it It Vould mem eradication everyivLre 
m h djf ^ ^ eradication I have seen it growing almost 


Q— You personallj would like to see the court fees raised’ 

A —Yes 

(?— fn present conditions, do they pay for the courts’ 

4 —No, taking civil, revenue and criminal together 
Would you count criminal coutIb’ 

,1 -The coon fees moia Wly p .7 for cmi and rcTenor coorf, 
^ —Have VQu got village courts’ 
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4. — We have got' some panchayat courts. 

Q - — ^Do they relieve munsifs of a considerable .amount of vork? 

A • — should not think so. That relief is afforded by honorary munsifs,. 
I believe that the panchayat court does not charge court-fees at all but simply 
takes a small sum, four annas or so per suit, to meet their expenditure. 

— I take it that if they were really relieving the munsifs it would be 
legitimate to debit them to the profit and Joss account. I am not sure of the 
criminal courts. 

A. — That is precisely why I gave the facts both for the three courts together, 
and for civil and revenue courts by themselves. 

Q - — ^Would it.^be legitimate to include private cases and exclude police cases? 

A. — That might be arguable but it will be impossible to work out the figures. 
In fact you cannot work out the amount of court-fees for each kind of court 
without asking each individual court to examine all the cases disposed of to 
ascertain the court-fees collected. 

Q . — ^Did you take into account pensions and interest on the cost of Govern- 
ment buildings? 

A. — I did not take these , items; I got proof of what I expected without 
troubling about that. 

Q . — On the whole they are not paying their way? 

Yes. 

Q . — In non-judicial stamps you would not have been in the unfortunate 
position in which you are, if the Government of India could claim central 
control. 

A . — 1 quite agree. 

Q . — Leaving aside the Meston Settlement is it because of the awkward 
situation of having each province fixing its own stamps? 

A. — ^We do not get so much as we should from non-judicial stamps lir cause 
cheques, promissory notes and so on are Very largely being impressed at 
headquarters in Calcutta or Bombay. 

Q . — As regards transactions in shares between two residents of Cawiiperc 
do they pay stamp duty here or in Calcutta? 

A . — Probably in Calcutta, because there is nothing a])proximat)ng to .a 
stock exchange in this province. 

Q . — Have you business concerns managed from Calcutta and Bombay? 

A. — ^Yes, and then we lose both on our income-tax and also on our stamps. 

Q . — Have you made any bargain with the other provinces? 

A. — No. But we have increased the number of our own stumping machines. 

Q . — As regards non-judicial stamps have you made any special study of 
the schedule to say which items ought to be more highly taxed and wliich 
should be taxed less? 

.-1. — I have not studied it recently, not since t^yo years ago. I should 
say that a good many stamp duties could certainly bo raised but not man. 
could reasonably be lowered. 

(/. — From registration you make 13 lakhs? 

A. — Yes. Registration pays. The department costs about 4A ^'*’1 '1'*^ 

have also to allow for the district registrars and therefore I .‘should say the 
net profit was probably 7 lakhs. , 

(p, — Is it legitimate on tho ground that the State [icrforms services in addi- 
tion to tho mere service of registration ? 
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A —By registration of docoments Govetnment gives Ac person a cAear proof 
of title 

Q — Have you considered the question of raising the registration fecs^ 

a_\\e have not considered the qaeslion except once Ihreo or four years 
ago That % 7 is merelv as a general question nnd not on mdividoai items 

Q — W 35 there neier anv exemption from assessment to Und re\enwo for 
old ^^lla"e sites’ 

< —In practice thtrn v.a«i In IVitwy nAl iMvd is supposed to he taxable 
The practice is that if land which at tho Jxst settlement was agricultural land 
has 1 cen hiuU oier at tho next settlement it will be assessed os n it 
cultural foi that settlement hut m tie succccdm;? settlement it niU not bo 
asses e / 

Q — That 13 very illogical’ 

4 —That IS how it stands now m practice 

Q— Is there anything that correstKinds to the ground rent in hf&dras’ 

4 —I hare never heard of ih 

In tlo Punjab ihev haie got an urban tax 

4 —Is it a local tax ’ 

<^— WbH is the ptoeedurc adopted »ti respect of no nf lands’ 

t — ’n respect of ni ut lands Goaernment is the landlord Most nazuf is 
in munictpihfies and wlnt nc generally do is to let the mnnicipahtiea have it 
and thev give us I behexe a share of tho income about 2'i per cent I think 

0— In tK Central Provioos the process is the reverse 

4 --Record ig to our system non agricultural land is mainh m the towns 
The village sites me not taxed at all In the (owns land would continue (0 bn 
assessed as anticulfnral land lor one settlement after the construction ol tho 
. house or building and m the ntfxt settlement it becomes non agricultuT*)! land 
It IS the cl^fitorti If wo had to worfc out a tax on non agricnltoral land m a 
city like Lttcitnovr tho work would take a very long lime. 

Q — ^Bont vou thinh it would le good to assess it’ 

4 —It would he excellent if possible 

?fr Per^tf T^Oi p^oii — Ilben you assess the non agncuUural land it really 
becomes a tax 

/ ne pTftiritnt Q — Do vou think there would be great objection m the case 
of the uon agricultural land’ 

4 — ’^o T do hot think so After all it is like some existing municipal taxes 
Will 11 be a municipal rate’ 

A —The municipality -will have the first call If jou class it as a provincial 
tax you v.nl have to allocate it 

'iir Tero/ T?tOmp>cn When Agricultural land is converted into a bmldinir 
site 00 you thtnX there will •© objecticm to the increase in rales’ 

of ’vQuld be no objection to the taxation in respect 

to" ® 

A — The cess goes to the District Board 

Q —How xvould you utilise this tax’ 
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— ^Mainly for municipal needs. 

Q - — So .it will be a double tax on the house. 

•4. That would occur if the tax was put on village sites. 

T/fe Pre.sident. Q. — It is not correct to say that it 'is a double tax. You 
will be paying land revenue on land which was already taxed. 

4 ““At present if a man erects a big factory outside the municipality he 
IS liable to no tax. 

Dr. Paninjpye.. Q. — On page 420 you say that succession duties should either 
be a central tax or at least be imposed by the central legislature on belnilf of 
the provinces. 

Yes. 

Q . — Do you think the second alternative would be quite proper? Suppose a 
man has jiroperties ' in two provinces, one here worth two lakhs and anotlier in 
Bihar worth 'one lakh. How is it to be levied, because the total property left 
by him is three lakhs and the three lakhs would be taxed at a higher rate than 
the two. 

— The tax can be levied on the whole property and apportioned pro rata. 

Q. — ^Will you agree to the proposition that each province should tax on it« 
•own property and the higher rate should go to the Central Government ? 

A- — I think the Central Government has nothing to claim. 

Q. — ^You suggest only legacy duty and not an estate duty? 

J.— Yes. 

tp. — ^Don’t you think that there is a theoretical justification for estate duty? 

A. — I do not quite see how you are going to compel anybody to pay. Sup- 
posing in the case of an ordinary joint family the property is loft to two people, 
one-third to one and two-thirds to the other, how are you going to collect from 
the different beneficiaries? 

Dr. Paranjpye. — Get it from the one and ask him to sliare it willi the other. 

The Prc-iulent . — I rather think that the Civil Justice Committee lias made 
some recommendations about this. 

Q_. — ^You say that this tax should bo administered by the Revenue Depart- 
ment and not by the Income-tax Department? 

A. — A large part of these successions will relate to land and at the present 
time every heir has got to come to a revenue court to obtain the substitution 
of his name in the record-of-rights when a succession or transfer occurs, tench 
cases arc being dealt with daily by tlie assistant collectors and talisildars. .-t 
very large part of all succession cases consequently comes to their notice aU-ead.v. 

Dr. Paranjpye. Q. — Is it going to be a central department so far as admiiiis- 
tration is concerned? 

A No; we could collect it. 

Q . — There would be a large number of legal teclmicnlities in admini.stering 
thesQ duties. 

'A. — T do not think that it is be.vond the capacity of oar Rcveinie Depart- 
ment. They include Commissioners and the Board of Revenue. 

Q . — You have discussed the difficulties about the joint family s.v.stom, "What 
do you sav to this? If tliero is one man of the In’ghcr rank in order of relation- 
ship to Olliers; then the diil.y should ho charged on his death and if a joint 
Jamil.v consists of two brothers with the father not living, then the property 
.should be charged on the share of each brother. 

^Thal is very much the Madras propo.sition, I think. should not see 

any great objection to it o.vcept that joint families, in comparison with other 
•families, would got a larger henefit. 
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y_-Wlieii the two trotheis tcmam, the \a'^ would ptaotically regard them 
^ separate 

J —In a complicated ^natter of this kind, the simpler you make the provisions 
the hetter 


0— What IS your basis for the exemption limit » 

d-TUe /aliie ot ttic estate I took at Bs 25, OM ^ rate of 5 per cent on 
Bs 2o000 would give an income of Rs 1,250 Rs 2 000 « the income tav 


minimum 

Q— The succession is practically a windfall to the successor ♦ 


1 —1 es, from the economic point o! view u . „ 

g Don't you think that a minimum economic holding would be a better 

guide to the exemption limit so far ns land is concerned’ 

A —Yes, as a matler of pure theory I ha\e been taking everything from the 
practical point of view 

0-^kou might have a \ery low rale m the earlier stages, hot the only 
theoretical basis for the exemption would he ao economic holding 

A —I mav say that when I first drafted this table my limit was put at 
Rs 5,000 


0— That 13 exactly what 1 would contemplate 
I —But I was advised that »t was much too lo'^ 


Q — Rs 5,000 will be a reasonable economic holding 

d —It gives an income of onlj Rs 250 Rs 25,000, I may saj, is the Madras 
figure 

Q— An estate below Rs 5 000 would be esem^it from any snccessma doty, 
and estates abate would be charged on ao ascending scale 

A —This table could be altered accordingly 

Q— You know, of course, that in Rngland the rate oi duty oti very large 
estate is erceedmgly high, especially for dntaot relations 

d— Yes 

The Eon hit Sardar Jogendra C*— Po you think that a death duty 

ns practicable in your province’ 


•d —1 think I may say it is the least impracticable of out various taxes 
Q — On what grounds’ 

■f — In the first place I think Jt will be less difficult to assess , in the eecond 
place, it will be less difficult to Collect 

C — Would it not fall heavily on landed estates driving out capital and 
driving the landholders into the hands of moneylenders’ 

A —It would certainly fall mainly on land rather than on dther property, be 
cause property « iPainly land x- r v 

Q — It would be effectively shutting out capital 
A — Possibly, not necessarily 

Iendei7^"^ matter of land it would drive people into the hands of money 


A — That depends on the rates at whidi you fix the duty 

your province, how many estates gu to the Court of tVards for indebted 



you wosld agree that the result would be that people, not being 
able TO pay a cash death duty, would have to mortgage their estates, taking the 
practical view/ ’ . ° 

— I do not think it is necessarily so. 

^ Dr, Paranj'pye. Q. — Is it not a fact that estates with lakhs of rupees of annual 
income go to the Court of Wards, because they are badly managed and go to 
the devil ? / 

4.— Yes. 

Q - — He might as well give the money to Government? 

A . — As to the devil? Yes. 

The Hon'ble Sardar Jogendta Singh. Is that the popular view in the 
province? «. 

A. — ^Probably any new tax will be unpopular. 

Q.— After all, would you impose a tax like that without the consent of the 
people ? s ^ ^ 

A. — You couldn’t of course. 

Dr. Parnnjf7je. Q. — But there is a demand for increased expenditure in the 
province ? 

A. — Yes, there is. 

The Hon'ble Sardar Jogendra Singh. Q. — No suggestion has been made 
in the Council that such a duty should be imposed ? 

A. — I do not remember any proposal for such taxation. 

9- — ’In your note you very clearly point out that the burden on land is already 
heavy. Do you think the imposition of an additional burden justified? 

A. — I .‘■hould like to make my point clear before this particular line of ques- 
tioning is pursued. When I ivrote my note on the succession duty, I discussed 
it more or less from an academic point of view. I admit it is a tremendously 
difficult thing in practice to put on a tax like tliatj and I made clear in my 
original note that I thought it would fall heavily on landholders. 

Dr. Paranjpye. Q. — Would it be a heavy burden on the land or on the 
people who hold the land? 

A. — On the people who hold the land. 

Q. — ^Not on the land itself? 

A. Not necessarilj’. 

The Hon'ble Sardar .Jogendra Singh. Would it fall on the tenant or on 
the landed proprietor ? 

A. — On both. 

The President, Q.~Do T understand you to say that the burden of land 
tax upon the land is excessive? 

A. — I carefiilly refrained from saying that. 

Q , — Wlien you said that an estate would come into the hands of the Court 
of Wards, you did not moan it would come because of land revenue . 

A. — No. 

Q . — Does the Court of Wards manage their estate^ to make them pay their 
way ? 

— It even makes them wealthy, if there is any chance of doing so. 

Q . — If the management of a landholder wore ns good as that of the Court 
of Wards, he would have no difficulty whatever in paying his death duty. 

A.— No. 
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Dt Paranmt Q -You ha\e just told m the mban 
great extent escapes taxation, so far as provincial revenues are concerned at an 
rate II ‘leath ^duties were levied they would be levied equall;? on the 
a>ban as well as on the rural population Moreover, the average site of tho 
propertj of a man m the citv is tnocli jirexter than the average s«6 of the 
property of a man in the -Muage 

4 —1 di'-lilie argoiuj: on -wetages hut I should say that there ® 
number of the richer people m the Cities Tho Urge successions will probably 
be uiamly in the cities 

0 —Consequently li these duties wa’-e levied, you would cet a fat greater 
amount proportionately from the city people than from the villages 


4 — ^\es, propottiQTiately 

Dr Ilyltr Q — Is not the ucalth of the people living in towns derived from 
their possessions in tiic country side 

j. — To I certain extent, yes, not entirely After all, there is a professional, 
indust’-ial and commercial populMion 

Q— A successful pleader, when he makes money, generally buys lands in a 
village 

A— Yes 

Dr Varnnjput. V— Mo need not waste too much sympathy over absentee 
landlords when we talk of sympathy with the agricuUnritts 

i -Ao 


rht //ort bniilar /oijfiulra 5«nffA Q — Arc you correct in saying that 
the duty would fall moie on the cities than on lauded estates'* 

4 — I meant that rclatnely the urban population would pay more than the 
rural population with reference to their numbers and with reference to their 
Wealth Tlie higher successions would be paying higher rates than the smaller 
ones laking 76 per (ent ot rural and 25 pci cent of urban population 1 «1 ould 
expect to get anything fioni 36 to 40 per cent out of the towns and the re 
mainder out of the country 


Str Ptrej Dmip'in (} — On page 419 you say that ns bcluecn gradjition 
according to the sire of the esfate left, and Riaduation according to the amount 
lulierited bv each individual heir, you sliouid on general grounds prefer th» 
latter for the mam reason that, m the absence of anybody corresponain,» to the 
executor of o wiU it would be difF^lt to fix the lesponsibility for paying the 
estate duty on any particular person tlon’t you think that even if you have it 

S aduated according to the sue of each succession estate, it would at any rate 
desirable to have somebodv corresponding to the executor from whom you 
could always collect the duty* , 


4 — It would simplify the position enormously, if it could be arranged 

Q — k*o jou think there would be any objection to that being provided by law* 
I remember that up to 1894 landed property passed to the owner and not to 
the expcuto- Only under the Death Duties Act of 1894 "was landed property- 
made subject to a duty when they found it necessary to require that landed 
properti u!d piss to the exeentor IV'ouW yon object to a similar provi 
sioti being enacted by law* 


^ — If if '■ould he done, it would simplify matters altogether 

0 —Assuming that all property on death did pass to the executor, would 
you stiij rjeter to graduate the duty according to the amount inhented bv 
each heir* • 


lighten the burden of 

Q It IS lightening the burden of taxation at the cost of revenue 

certainly prefer the estate doty from the mere point of view 


4<J2 


Q . — Then you woBild agree that the result would 
able to pay a cash death duty, would have to mortg- 
practical view ? 

A . — I do not think it is necessarily so. 

Dr, Paranj'pye. Q. — Is it not a fact that estates vi 
income go to the Court of Wards, because they at 
the devil 1 / 

4.— Yes. 

Q - — He might as well give the money to Go\l 

A. — As to the devil? Yes. 

The, Hon'Jjle Sardar Jogtndra Singh. Q . — Is i 
province ? » 

A. — Probably any new tax will be unpopular 

Q - — After all, would you impose a lax like' 
people ? ' , 

A. — ^You couldn’t of course. 

Dr. Paianj'pye. Q. — But there is a demand 
province ? 

A. — ^Yes, there is. 

The Hon’hle Sardar Joqe^idra Smgh. 
in the Council that such a duty should be 

A - — I do not remember any proposal fr 

Q . — In your note you very clearly poin' 
heavy. Do you think the imposition of 

A. — I fhmld like to make my point 
tioning is pu’-sued. When I wrote m.^ 
it more or less from an academic por 
difficult thing in practice to put on 
original note that I thought it woid 

Dr. Paranjyye. Q. — Would it 
people vho hold the land? 

A. — On the people who hoh 

Q . — Not on the land itso' 

A. Not necessarilj'. 

The Hon’bic Sordn 
the landed proprict'' 

A. — On both. 

The Pre'^ 
tax upon ' 
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Q — Unless you had a tremendous preyentiT* force, anybody would sell it 

j I am afraid I ha%c not considered this question I shall have to think 

it out 

()— Tt IS something like the old distillery system You would give him some 
measure of control ove’" the cultivation' 

4 v.ould certainlv he a much simpler system from the point of view 

of Gosernment because sou would not base to worry about vendors The 
monopolist would select them 

^ — He is informed if tliere is any trafRc going on in breach of his monopoly' 
t — Yes 

-In case of either sale or possession in excess, you would put the penalties 
pretty high 

d — The whole thing is rathef a small business as far ns we are concerned 
Dr Parnn}p}jt Q — Would jou lav \end of tobacco' 

.4 — Hoa\ would you arrange for taxing imported tobacco' 

Q — ^You would have to license them separately ' 

4 — ^That IS my proposal 
Q — ^But supposing you had a monopolist' 

Tht i’/>siden( — He would he like a country spirit monopolist 
4 —And the aendor of imported tobacco like the \endor of foreign liquor 
y— He would ha\c to pa\ a aiiiiU send fee' 

4 —Yes The monopoly for country tobacco and the licence fee for iw 
ported IS probably a simple inetliod of doing it 

\ou say the revenue is small matter, I think in Travancore it is seven 
annas per head of the population 
4 —On how mudi tobacco' 

Q— Travancore prohibited cultivation altogether I think PatiaK Stato 
makes about 12 lakhs of rupees a vear and the 1 reach territory, m a little place 
like Pondicha’ry, makes about Its 60,000 

1 — I fto not know where the money comes from 
C— *It IS a much more productive tax than it looks 
4 —Apparently 

Tht Preudtnt Q— Another alternative that has be»n suggested is that you 
should impose an acreage dulv you should require the licensee to cultivate and 
impose an acreage duty on the tobacco being delivered into the warehouse for 
export 

4 — It will have to be a very high ac-eage tax to make sure that he did 
deliver It would have to be something very nearly equal to the value of the 
tobacco 

Q —An acreage tax would force him to place the tobacco in bond 
A — The trouble is that you would have to put a high temporary tax on many 
small cultivators I doubt if it will be a suitable method 
Q — Of the two, you would prefer the first alternative' 

A — I would 

Q — Would you apply the same thing to betel' 

^ ~I do not know very much about it I do not know how fai it is grown 
m this province I have seen only a few plantations 
Q — There is also a large import of it' 

4 — You would get your money by patting the tax on the vendor 
Q — ^Would those be very unpopular taxes' 

A — I do not think a tax on betel will be very popular 

Q — Do you know if anybody would object to it as much as to a salt tax! 

A — I do not believe that there is any real objection to the salt tax 
Q — Advertisements, you don’t recommend any tax' 
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A . — Not at present at any rate. 

i?J. Hyder. Q. Do you think these advertisements do any good? 

^e4irLXl:t7ptaa s7maeh"tny'if aiSSeSs.'' 


J.-~I have no objection personally to eitlier of these. 
the consumption of patent medicines is. 


I do 'not know \Yhat 


Q- Also a Government monopoly on explosives has been suggested. 
A.— My memory is rathe^v vague about explosives. 


r/ie .don bh Saraar Joytndra Singh. Q. — ^You are opposed to any imposition 
>oi tax on agricultural income on the ground that it won’t bring in the neccssarv 
revenue and the other reason may be that it may be breach of faith to 
impose any tax on agricultural lands which have been so far e.xempted. 

Hut surely there could be no question of a breach of faith if you merelv 
substitute one tax for another. What I say is that it is, less convenient, less 
productive and less economical. — ' - » 

Q - — I suppose you know that the land tax is very unequal in various dis- 
tricts. Do you think it would be better if the land tax were permanently fixed 
and allowed to reach a certain level and then any income above that brought 
under the Income Tax Act, the revision of settlement being entirely stopped "i 

A. — You mean permanent settlement 2dns agricultural incomes hrouglit under 
the Income Tax Act. It is a very difficult question and I would like to think 
• about it before I answer. 


Sir Percy Thomyson. Q. — Inste.id of taking 50 j^er cent, as you liavo now, if 
you take only one anna in the rupee on the income, will it give sufficient 
revenue ? 

A. — It would give much less. But the principal objection is the practical 
•difficulty. At the present moment settlements are at different stages. If you ' 
shut all settlements down on a given date, some would he thirty years old, some 
would be twenty years old, and some would be ten years old, and the result 
would be inequality all round. 

The President . — I understand he proposes to level up all the older settle- 
ments with the results of the settlements made receirtly, on the basis of a 
.sliding scale of prices. 


The Hon'ble Sardar Jogendra Singh Q . — ^^Yhcn lire new inrome.s come, 

they can be taxed and then assets worked out? 

A . — Then you will have to carry out all the processes incideiilnl to scttlo- 
ment to discover the additional assets and then put an incomc-tyx on ilmm. 
The trouble about it is that instead of having a settlement every thirty y.Yu>:. 
you would have to have it about every 5 years. 


The President. ().— You also propose to have a fee on marriages? 

4._Yes. This is a proposal whidi has been made to me by Indian officers; 

but whenever I mentioned it, I was greeted wit ii derision I should 
been bold enough to put it on paper, if I had not fomul that both 1 rqfi ■= o. 

Shah and Mr. Vakil also suggested it. I don’t think there is aiiy Jo 

levying this fee and some experienced Indian officers whom 1 have comml 
agree with me. 

Q.— You don’t think there will be anything to stir up hatred against Govern- 
ment ? 

A.— Not more than a betel lax, for instance. 

Dr. Td’i/der. ().— What is your basis for caicnlolmg tiiat tiicre are at hast 
three marriages per village every year? 

•1 —The figure was given to me by an Indian officer. ^ 
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■methods o! d.msion hou sstll Snd it in the qneslionnalte— there «to flve 
methods He ivaiits to scrap (t) and (5) and proceed on a comhmation of (d), 


and (4) 

4 _I would agree to the sctipping of both (1) rnd (5) No (5) is the 
old pre i“form 5\stem No (1) seems npside down to me 

<7— Take, for e\'\mple, income tax Each legislature might 'ote what rate 


it likes ’ 

4 —Then the central authontx would put on ono income tsx and the local 
authonty mifeht pot on i sotond smitlct wcome tax 

Q It, need not ! e The central might lie sm'iUer and the local might be 

larger It would depend on the need for adjusting their budgets 

4 — Theoreticillv we hare already pit Nos (3) and (4) (A) is only in 

respect of the pie rate on income tax 

Q — j,ow we might run through the taxes one by one Castoms must be 
central Is it not so' 


1 — ^\es 

— ^Land rex Miue-»pTO\ uicial * 

\ — \ es ‘ 

(? — Now income tax If xou had a perfectly free hand, which of the three 
sxstems would you apply' 

4 — ro' income tax I would apply No (2) 

<3 — Th n the difficiUx would be to determine who is entitled to income tax 
arising out of n particular area’ 

I — \es Perhaps No (4) would be preferable on this account You 
would ha\e to divide the proceeds into three or more pirts on some arbitrary 
phn For instance \ou might have a business working in the United Pro 
Mnees lut with headquarters m Calcutta Inconetix would bo imposed br 
the central authoiitv they would take their share and gvse Hongal and tlie 
United ProMnecs each a sliate 

t?— I\ho :s to be the authority to make these divisions’ 

4 — T think it would have to be the central authority 

You say you would adopt No (4) Then von will have a nuiform rate 
for the whole of India Would there not le a diflicuUy when you might get 
more or less than you want’ Snppose the Central Government raises the tax 
simply because some particular province is hard up 
4 — Tiien only one province will be taxed 

<? — Not necessarily If you have (4) you must have equal division 
A — And then the rest of India would be (axed fer the benefit of one pro 
Vince I eee the difficulty I think on the whole that 121 is better than any 
thing else though it seems desirable that the lax should be same everywhere 
tVhat do you think of stamps’ It is again a question whether it ought 
to he imperial or provincixl 

I — I think it must be No (4) 

^ — ^What about Excise 

A —Personally, I hold most strongly that it ought to be the same all over 
India 

Q — Can you get a uniform rate of Excise duty’ 

A —What I meant was it must be centrally administered 
Q — Could you not have a basic rate’ 


that the Cental Government should get the basic rate, and 
the provinces get whatever addition thev dicse to make to that rate I think 

to caiU oi different provinces 

different policies For instance if one province only cared 
its excise revenue and another desircH to resVict consu^mption, they could 
^ *h^t a bLc rate ?or the 

fn li ,s ^ uddiiional rates for the provinces would be suitable 
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Q.—Bo you think you could do this without interfering with the right o£ 
the 23rovinces to enforce temperance? ^ 

4.— Certainly, in the way that I havfe described. 

Q . — ^What about tobacco ? 

It varies so much all over India that it is better for it to be a local tax. 
Q . — Can you impose a central excise duty? 


That might not suit all provinces. I imagine Madras can make a tremen- 
dous amount out of its cultivation and manufacture of tobacco. In this pro- 
vince we have, very little cultivation and practically no manufacture. And by 
putting on a central excise duty you may be harming Madras’ source of revenue. 

Q . — So as long as the consumption is outside the province they will riot be 
hurt? 

-I- — If you had an excise duty, and also gave the provinces power to put a 

duty on manufacture and cultivation I think the excise duty might be central. 

Q - — If you have an excise duty you can hardly have another tax as well. 

A- — That’s the difficulty. And that is why I think it is better to keep it 

loca^. 

Q . — Could one province work its tobacco system to the full if the other pro- 
vinces are not taxing tobacco? 


A . — Then I think there will 'be much smuggling. 

Q . — There was another suggestion put forward just now, selling by mono 
poly areas. Do you think it will work? 

A. — I think it would. 


Q . — Death duties. What about succession duties? 

> .4. — I have already said in my note that they should be central. 

Q . — ^Would you like it to be No. ^4) ? 

A. — ^Yes. 

Q . — May I just call your attention to the last page of the Annexure 
to the Questionnaire which says “ We propose therefore a persona} 
tax which shall be levied consistently upon the principle of taxing 
everyone at his place of domicile for the support of the Govern- 
ment under which he lives : a property . tax upon tangible property, 
levied objectively where such property has its difris and without regard to 
ownership or personal conditions, and finahy for such Statos as clesirc_ to la.v 
business, a business tax ■which sh.all be levied upon all business carried on 
within the jurisdiction of the authority levying such tax”._ This is a finding 
of the Committee appointed by the National Tax Association. Now you will 
say the personal tax in this country is the income-tax. 

A.— Yes. 

— Property tax is the municipal house tax? 

A.— Yes. 

Q . — eBusiness tax is the municipal profession tax? Which is coupled in 
Madras with the tax on companies levied up to a maximum of R.s. 2,0C0 Ija.scd 
on capital. 

A.— Y'es. 

Q_ Generally speaking all these principles commend (licmsclvcs to yon. I.s 

it not so? 

.4._I think so, on the whole, but the term “personal lax” is' rather unfor- 
tunate as it might he considered a poll tax. The income-tax, liowevcr, is obvi- 
ously national, I am not so clear about the property tax. 

Q . — I mean that the taxes should he provincial. 

Leaving out the third I .slionld say personal tax .should he provincial, 

and the property tax should bo local. 
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31st February 1925. 
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■Sir Cnuots TodUOster, K C B I , 1 C S , President 
Sir Bijay Chand ^^AllTAB, GCIE, KCST, 10 Sf 
Bahadur o( Barduan 
Sir Percy THOsirsov, K B E , C B 
The Hon’ble Sardar Jogejjdra SiNOfl 
Dr It P PAIIAJ.JPYE 
Dr L K Hydeb, M L A 


Maharajadluraja 


nil, A. W. PIM, C.I.E., I.C.S., Commissioner, Allahabad 
Division^ was examined.* 


Written memcirandom ot Mr. Pim. 


0 iOd— As a theoretical proposition I agree, but the distinction appears ^ 
tni® to have vetv little value 'wneu applied to Indian conditions, where for example 
local authorities have no responsibilities for police or the administration of 
justice 

Q 107 —1 have not got the Schedulif Tuxes Pules, but would gn^e wide 
scope for taxation to local bodies so long as they did not involve restrictions on 
general trade or encroach on Imperial or Provincial fields of taxation It is 
desirable to encourage initiative in this matter Unsuitable taxes could always 
be vetoed It does not seem necessary to make the levy of specified taxes 
imperative Local conditions will do that m any case as regards the main sources 
of income and the recent attempt in these provinces to enforce direct tivatjon 
on small municipalifies in place of octroi lias not been a success 

Q lOS ~Octioi and — in pl-ces which are not hrge trading centres — terminal 
tax are unsatisfactory taxes from an economic point of view bat under Indian 
conditions it is impossible to dispense willi them Land cess lias the drawback 
of falling only on one cliss but it also is essential for District Boards so long 
as the present system of land revenue is retained 

Q 100 — ^The criticism does not apply to terminal tax to the sinie extent, 
provided that it is onW applied in suitable places In places winch are large 
centres of trade terminal taxes can be at low rates and confined to the principal 
staples on which collections can easily bt made bv the railway companies and 
under a simple system of tolls The complicitions of refunds ^re also avoided 
Applied to cities which are not large centres of trade, terminal taxes are as 
had as octroi except for avoiding refunds Octroi is liable to be extensively 
evaded, usually by setting up small markets outside octroi limits, of which 
instances are numerous, and sometimes by transferring trade to neighbouring 
;bwns This is apart from evasion 1^ corruption of which there is a good deaf 
Evasion by setting up new markets or by transfeiruig trade is more common in 
the smaller cities and has occurred, for example, in the Faiehpur and Etawah 
districts of this division. 


Q JIO —The main reason is the impossibility of imposing and collecting heavy 
direct taxation in India througb local bodies Those reasons are still verv 
strongly operative as recent experience in this province has shown ^ 
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Q. 111 . — I do not consider that there is any justification for the gencraF 
maintenance of tolls in any pea. Tolls for a particular purpose such as paying: 
for a new bridge and for a limited terms of years are justifiable. 

Q. 112 . — ^As regards the land revenue it is essential that it should be levied* ^ 
from the owner under the zamindari system which prevails in this province. 

As regards the cess, which is a percentage on the land revenue, it is collected 
with the land revenue and the Act allows the zamindar to recover three-fifths of‘ 
the excess over 5 per cent, on the annual value from the occupier. Tn practice ho 
recovers a good deal more from tenants not protected by rights of occupancy. 

As regards house and land tax, it seems fair to levy the tax from the owner 
or superior lessor and under the conditions of Indian cities it would be very 
difficult to levy it from the occupiers. How far the owner is able to recover- 
from the occupiers depends on supply and demand and in most cities of these- 
provinces the owner is able to shift the burden on to the occupier. In an 
expanding city like Cawnpore rents are extortionate. 

Q. 113 . — ^As regards land cess there are good reasons for limitation. The- 
landowner pays up to 50 per cent, of his receipts in land revenue 'plus 5 per cent, 
of the annual value (i.e., 10 per cent, of the land revenue) in land cess, and the 
cess may be up to 6^ per cent, of the annual value. Land pays therefore its full 
share both to provincial and local taxation and it is not desirable that any chance 
majority of city residents in a District Board should be able to increase taxation 
on land indefinitely. 

As regards a tax on lands and hon.ses I see no reason why a limit should’ 
be irhposed and the local Act does not in fact impose any limit. No local body 
would venture to put on a really high tax. 

Q. llJf . — In the municipalities of this division only Cawmpore and Allahabad 
have house taxes. The limits are for Cawnpore Es. 72 per annum and for 
Allahabad Rs. 36, but the latter is being raised to Es. 48 per annum. 

The inclination is to put the limit too low rather than too high, as the poorer 
classes do not find many genuine advocates in local bodies. 

Q. 115 . — I doubt that the policy of rating on undeveloped value and of 
exemption of improvements is practicable under the conditions of Indian cities 
but I also think that it is a question deserving detailed investigation togotjier 
with the connected problem of the taxatiqn of unearned increment. This is more 
especially true of expanding cities such as Cawmpore and, to a lessor degree. 
Lucknow and I consider it a matter of great importance that th’e po.j3.iii!. ties of 
action on these lines should be investigated. 

Q. 116 . — Profession taxes were at one time levied in Ca^vnporo and have also 
been levied in some of the smaller municipalities. They are no! nppIic.aWe to 
a large city and have, I think, all — or nearly all — disappeared in the .smaller 
tov/ns though analogous taxes continue in cantonments. The profcs.sions most 
easily taxable are precisely those likely to be most strongly represented in 
municipal boards and they are naturally inclined to try and spread the burden 
over a wider area either by going back to indirect taxation or in some cases 
by changing over to a tax on circumstances and property. 

Q. 117 . — As said in my answer to question No. 106, I consider that the distinc- 
tion is of little use under Indian conditions. AVatcr supply and lighting may !)e 
classed as local or beneficial, but sanitation and conservancy, road.s and education 
wdiich are the other i principal branches of municipal c.xpendituro are partly 
onerous and partly beneficial. I consider that the Local Government has done 
too much spoonfeeding of the larger cities, so taxing the countrj' for the benefit 
of a few cities which should be made to rely on their ow'n re.sourccs to a larger 
extent. As regards municipalities I am particularly oppo.sed to any iincondilionMl 
contribution in aid of municipal funds. 'Wlintevor assistance is given slunild 
be for specific purposes connected with education, s.anitation or w.'ifer .supply 
and the grants should be made under definite conditions to be enforced by 
inspection. 

The amount of the subsidy should vary according to the purpose of the gr.ant, 
the degree in which the work was of more than loc.al importanro and the 
financial condition of the local body. For example large pilgrim centres would 
deserve special consideration as regards grants for sanitary improvements. As a 
rough general rule grants .should never exceed 50 per cent, of the cost of any 
work and should, as a rule,, be much less. 
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p?nS°”»i3 '>»”W fce !»■■ 5P'“'i'> rMpoaes “"4 vndct defimle amdiUons as m tba 
case o! m«nicipa\ Wt^a . x n «- 

Further as it seems certain that the only -pwliKil method of 

I wSer tlmt^grants to District Boards should gradutlly be mndo to approximate 
to this system. , i 

O ns —As regards education there js such a stimnlus. but it extends only to 
mahing education general, not to making it good or on sound lines 

As rtgarfs sanilsdon snii road maintenance, there is no such snfficient local 
Blimulus °to secure reasonable efficiency 


0 ISO — t consider that such • benefit • sendees fls water supply should pay for 
themselies and that a house and Und tax should form part of the system ot 
taxation in all large cities, but under North Indian conditions it is entirely 
impracticable to levy the balance ot the necessary income by direct taxation 
Indirect taxation in the shape of some system of octroi or terminal ta'^ cannot 
be dispensed with. 

An attempt at abolishing indirect taxation in the smaller toixns of thesfr 
provinces was made from 1916 onwards U has failed, as small local bodies will 
not collect direct tascs, nore especially from the influential classes Even >n 
the large cities, there arc usually considerable arrears in water rates and taxes 
and hwvy direct taxes would certainly b© impossible to collect tlirough the 
agency of municipal hoards. 

Q 161 —-Theoretically it la not satisfactory as the burden does not fall heaviest 
on those best able to beat it but «i practice there is no alternitixe under present 
conditions 


As legards a limit, see my roply to ijuexvion Ko 115 
Q 161 — I consider it most cramenlly applicable to conditions in Indm 

^ If I — 5fy experience certainly supports this view but I oin afraid that 
such a measure would bo impossible in India of to day Ko Government and 
politician would take up such an unpopular mensare 


It 18 the generally accepted belief that Ioc%l bodies in the west are autonomous 
bodies in all respects and that any suegestrons to tie contrary are merely under 
hand ways of trying to maintain the old system hero An unprejudiced considers 
tion of the matter is nt present impossible The namo of Local Government 
Board is partly responsible, as everyono believes jt to he a board of elected 
politicians 


There is nothing that local bodies valoo so much as their palronape and any 
matter of this kind, even :/ a subordinate is concerned, always secures a fuU 
meeting ^ere is intense joilousy of any interference m rights of appointment 
and control and even the mild attempts which have been made to obtain some 
security of tenure for the Chief Executive Officers of local bodies are resented Anv 
conference of persons connected with local admmistration is m these provinces 
at any rate, anxious to press for rrfaaation of control and they will aIwA>s find 

the members of local bodies have httl© real fcelmg of responsibihtv in these 
matters as is painfully realized by the Chairmen of boards even by those whose 
political prominence adds weight to their position ^ ^ wnose 
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STATEMENT 2r~-conld 

22. Amroha. 

23. Sambhad. 

24. Visalpur. 

25. Eatehpur. 

26. Lalitpur. 

27. Mau. 

28. Orai. 

29. Kalpi. 

30. Kunch. 

31. Azamgarli. 

32. Almora. 

33. Sitapur. 

34. Khairabad. 

' 35. Sandila., 

36. Manpara. Since converted Into notified area 

37. Sultanpur. 

38. Bela (Partabgarh). 

39. Nawabganj (Bara Banki). 

A. 2. Municipalities which have since reverted to octroi — 

1. Sikandra Eao. 

2. Firozabad- 

3. Soron. 

4. Jalesar. 

5. Etah. 

6. Bijnor, 

7. Amroha. 

8. ' Fatehpur. 

9. Sandila.. 

A. 3. Municipalities which have since introduced terminal las-- 


1. Bela (Partabgarh). 

2. Muzaffarnagar. 

A. 4: Municipalities from which proposals for octroi of terminal tax are still 
pending — ' 

1. Kairana 

2. Mainpuri 

3. Deoband 

4. Eoorkea ! 


} 


Octroi. 


5. Nagina )■ Terminal tax. 

6. Bisalpur j 

7. Tanda j , • i * 

B. 'L'S' bLrd- 

1. Shahjahanpur. 

2. Allahabad. 

3. Jhansi. 

4. Lucknow. 

5. Fyzabad. 
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A —I imagine iV iMisl mainly bn a matlM »! cnstoio Also Uio temiiW otiljr 
applies to the larger torins The smaller loan areas and District E"“da 
dipend entirely on direct taralion Etcii m the larger torrna direct tatation 
gives a cons derable proportion ol the income 

y— Dont. jou think that a house ta* is a fairer tax than octroi r 
a —It IS a fairer tax, hut it 'aould be very difficult to collect i! levied at 
oher than \erj low rales 

0— Can the Trovincial Goicmment exercise any pressure to Induce a resoit 
to house tax^ 


/I — ll has repeatedly done so and without such pressure few towns would 
have made the change , 

Dr IlydtT g — In the list of municipalities where octroi was abolished 
and replaced hv direct taxation I find Nos 9 10 13, 14 l6 16 and oihe's 
xhich, so far as my knowledge goes arc very small towns or rather sleenj 
hollow' Only some people Ive there in rich houses and you could not possib v 
impose a le\y on tho whole area. 


-I —Most of them are backward but some o! them have considerahlo trade 
Indirect taxation In tho shape of octroi vs partly popular in the towns, bccau-e- 
a considerable put of the incom-* is derived not from the town but from the 
people who lue in the wider area round the town and who use it as tl eir 
market 


g— Is the burden of octroi or terminal tax greater on the markets ol the 
town’ 


A —In luge centres of trJde terminal faxes ore ceita nlj a lesser burden 
When thero is little trade the burden is much the sam* 

g — It looks as if the tax on trade is becoming intolerable when trade begins 
t" shift from fhe town’ 


<1— les that is a danger but many causes affect the shifting of trades 
If octroi IS pushed too high, it certainly must tend that way 

S\T PtTcy TKom-pion Q— Are the rates under the terminal tax larger than 

under octroi’ 

A — They are generally' lower A good deal depends on the pioportion of 
refunds un^ec octroi Tnat again depends upon the character of the trade 
If previously there has been a large proportion of refunds terminal lax cat*- 
bc pitched at rates con'iderably lower than the previous octroi rales, wnhout 
considering any other lactors 

Q — ^lou think there is no possibilify of getting nd of octroi and terminal 
♦ax altogether » 

A — At ptesen* I do not think there is 

Tht Maharaiadhira^a Bahadur of DurdiPan Q — In the third letter that 
you have 'ent you say that eighteen mumdpaliiies have revelled or are revert- 
ing to mdiiect taxation kou say that in some of them there is some form of 
direct taxation What is the exact nature of that direct taxa'^ion’ 


A —1 have not got this information for all the towns But I think that 
manj places a circumstances and property tax has been substituted 
Q — ^What kind of tax is it’ 


A —A kind of income tax 

g— Do people with higher rates of income pay double income-tax one to 
the municipality and one to the Govenunentf 

^ circumstances and property lax goes very much lower 

than the income tax and there is a maximum to the circumstances and nronertir 
tax which can be imposed on any person f i" 3 
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Q. In your province, is there more desire to go in for the terminal tax? 
No. I do not) think there is. 

Q You say a number of them have reverted to octroi. 

4.— Yes. 


Q. If terminal tax is simpler, why do they revert to octroi ? 

Mainly because they get more income from octroi. 

Q- 1^0 you find thaf. the terminal tax is more popular than the octroi? 

^It depends a great deal on the character. of the town. For instance, in 
Oawnpore people are quite satisfied with terminal tax. Octroi would be ex- 
tremely difficult to work. 


Q - — ^In comparison with oetkoi, do you think people would prefer terminal 
tax ? 

— I tliink when they get used to it, the people concerned probablly would. 
But they dislike any change. , 


Q- — ^You say land cess has the drawback of falling on only one class. That • 
would be quite right, if side by side with land cess, you have a tax on circum- 
stances and property. 

A . — That was the idea of putting a circumstances and property tax info 
“the Act. 

Q . — ^Is it generally levied ? ' 


.4. — No District Board has actually introduced it. Two or three are pro- 
-posing to do so. 

Br. Hyder. Q . — Is it not better that the land cess should fall on the agri- 
culturists or landed interests? If these people want sanitation, they have to 
pay for it. Nobody else would reap the advantage. 


A. — The commercial classes outside the cities would also reap the advantages. 

Q . — Who pays this land cess ? Is it paid by the cultivator or by the landlord ? 

A — It is very difficult to say who pays it ultimately. The Act allo^vs tiiree- 
fifths of the excess over 5 per cent, to be passed on directly to the tenant, the 
idea being that the 5 per cent, would bo levied from the landowner. In_ prao- 
iicej' a considerable part of it is passed on, but how much it is, 'is very difficult 
do say. 

Sir Percy Thompson. Q. — Is it not right that the wliolo of it should bo 
passed on ; the man rvlio really gets the benefit is the occupier ? Ihc landlord 
may be an absentee. 

4. — ^The landlord also gets the benefit. 

Q. — What benefit does he get? 

4. — Many of them actually live in the rural are.as, and even the others get 
direct or indirect benefits from District Board services. 

Q. — If so, they would come under another tax. 

A. — ^Not on their agricultural income. 

Dr. Hydcr. Q. — The bulk of the area is held by occupancy tenants? 

A. — Two-thirds of the area in the province is held by occup.ancy tenants, but 
most occupancy tenants also hold a certain non-occupancy area. 

The President. Q. — In reply to question No. 107, you .say that it does not 
-seem ncce'sarv to make the leva* of specifioil t.axcs imperative; hut in *'*'{’1 
question No. *160, you say that such benefit services a-s water-rupplv -hould pay 
-for themselves, and thnt*a hpuse and land lax should form part of the ayt. em 
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-cl taxation m all large cities Would yoa not make it compul^orj >Ahero sou 
Jiave these benefit services’ 

A —I see no objection to doing so, but in practice it is ahvajs levied It is 
very difficult to find an altemat ve 

Q—Do >ou make these taxes covet the cost of the services’ 

A —In most ca'es they do not, but in the case of water supply at any rate 
they ought to 

Q— No steps are taken to ensure that the people who get the benefit from 
these sei vices pay for them^ 

i —In the case of water supply, for example, people who get connections 
have to pay 

Q — Are they not metered ’ 

A — General metering is not possible but there ate sub'titutes 

Q — Is it according to the sue of (he connection’ 

■t — Ihe usual system is that of a fcrrhle rule 

Q — In the Slunicipal Administration Heport for 1922 23 it is stated that 
the fitting of meters to all connections is an obvious remedy but unfortunately 
11 metered sjslem to le effective demands a degree of unremitting attentwn 
for which no Board has yet shown capacity m any branch of its administration’ 

A —As a general proposition that is quite true 

Q —In the ev'e of water rate, the rates charged do not cover the who’e 
•cost of the ayatem’ 

A —Taking the whole of the province, I think there are one or two cities 
where they cover it 

0— Dont you think it desirable to make these taxes compulsory up to the 
point of making them pav for the 'ei vices rendered’ 

A —I certainly think it is desirable in the big cities, but it would ptobqbly 
be difficult to enforce it always 

0— Does not the great difficoltv m enforcuig direct taxes he in the fact 
that hitherto direct taxation has been assessed by non officiah’ Do you think 
there would be a difference if it was assessed by officials’ 

A— there would be a difference and m some cases Boards do try and get 
officials to make the initial assessments but os their decisions are liable to 
appeal to the Board, it comes to very much the same thing in the end 

Q —An appeal is not a defect Would you 1 ke the Calcutta system Where 

the appeal goes to the bmsH Cause Court’ 

A —It would be better to have the appeal to an outside tribunal of some 
kind bat there would be a lot of political opposition to any such proposal 

Q— Have you no surcharge provison’ I find that there is a provision In 
one of the Municipal Acts regarding the manner in which the accounts to be 
kept by Boards shall he audited and published, and the power of auditors in 
respect of disallowance and surcharge According to the rules, vert/ wide powers 
aie given to the and tors * 

A — That system does not exist with us The Act provides for suits for 

■compensation against members in cases of waste or misapplication 

<?— If it had existei would it not have proved a considerable incentive !o 
a better assessment of taxes' 


A— Such powers appear to be more concerned with the spending of money 
Iran with the assessment of taxes and xt v/ould require very hichlv 
auditors to exercise such powers * v i 
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Q. Isn t your Inspector of Local Fund Accounts an officer of some standing ? 

. cannot be everywhere. A provision of that kind 

nraght have^ very salutary results if proper safeguards were provided, but it. 
would certainly meet with a great deal of opposition. " 


Q. I find that the District Boards are in deficit by 27 lakhs. The report 
on the working of the Districft Bpards for the year 1922-23 says that " the- 
modest annual surplus of 1918-19 was by 1922-23 converted into the heavy deficit- 
of 27 lakhs . 

\ 

A . — This means that their expenditure exceeded their income by 27 lakhs, 
and that they had to draw on tJieir balances to this extent. It does not mean 
actual indebtedne.ss, but, suggests bad prospects for the future. District Boards- 
incur very heavy expenditure for education which Government pressed them 
to undei’take, and for a large part of which Government still pays. 

Q- — ^Don’t they keep a banking account? 

A . — They bank with the Government treasuries or with the Imperial Bank. 

Q- — Is there no means of preventing them from overdrawing? 

A. — They, cannot overdraw without sanction and. are obliged to provide for- 
minimum closing and reserve balances. Local Boards may, with the sanction 
of Government, get an overdraft or they can borrow on securities, but District 
Boards have no power themselves to overdraw.- - 

Q . — So long as the Collector was President of the District Board, it was 
the practice to allow the Board to cash cheques without question ; because • 
the Collector saw that the budget was not exceeded. Now, when there are 
non-official Presidents, they overdraw and do not er'en know to what extent 
they have done so. 

A . — I have no expertence of this ha-vdng happened, but it is for their bankers 
to check .it. Irregularities may sometimes occur but they cannolt under the- 
rules overdraw or borrow without sanction. 

Q. — ^You say that under Indian conditions, it is impossible to dispense with- 
octroi and terminal taxes. 


‘A . — ^I was only referring to the conditions in the larger towns in this part 
of India. The numerous town areas and notified areas witli many small muni- 
cipalities depend on direct taxation. 

ffr. Paranj'pye. Q . — You mentioned in one place that assessments on houses 
are difficult to make in large cities and easy to make in small towns, 

A . — ^I do not remember having said that. I may have said so with reference - 
to a tax on circumstances and property. 

Ur. Hyder. Q . — ^You say that octroi is liable _ to be extensively evaded 
usually by setting up small markets out-side octroi limits. Octroi, I understand, 
really comes out of the pocket oT the consumer. 

A.— Yes. It U usually the people who are coming from the countryside to- 
buy in the towns who are. intercepted on the way; flicy bi\v in the market 
outside the municipal limits. 

Y/ie President. Q . — Could you tell us the principles on which octroi schedules 
aro based or criticised ? 


A . — ^The only general principles which I know arc to keep the rates loxv on 
the main articles consumed by the poorer cl.a-sses and to omit from the schedule^ • 
articles which will yield very little or on which the proporkon of refunds will, 
bo very high. 


Q . — ^You have no maximum ? 


A. — No. 

<2.— Y’ou don’t think a maximum is desimblo? 
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A —I do not think it is realli necessary in the case of octroi llie rale 
IS subject to sanction, and it Kai to be kept as low as is compatible with the 
absolutely necessaiy income 


Q — Woat happens in Tlombaj is that a fieaiv^ tax is pul on cotton and the 
town pays for compulsorj primary education out of the proceeds of the lax 
on that particular item of trade 


4 —I do not think it is altogethct fair To a certain extent that i* kab’o 
to happen in termini taxes A small number of staples may pay & large pro 
portion of the expenditure of the town 


Q —Is nob that making the counti^ pay loi the town " 


A — les This applies both to terminal taxes and to octroi to a large extent 

Q — ^One principle was suggested m the Central Provinces That is, it is 
■desirable m taxing raw commodities wh ch are necessaries to tax those pro 
■iluced in large quantities m the vicinity of the local Body concerned, 'IVhere 
the tax IS comparatively light and the cost of transport heavy Jbe ariua] 
price paid by the consumer mav be modciate, and m fact lighter than iji other 
parts of the province 

A —In practice that is really? very much what does happen because except 
in the ca^e of towns like Cawnpore, articles that come in, whatever the staples 
ore, are produced in the vicm'ty 

<? — Do you think it will be a good thing to have an enquiry into octroi 
athedulcs generally and lay down general principles and a maximum’ 


A — f think it win be more useful to have on enquiry into terminal isres 
I do not think there would be much use m an enquiry into octroi which must 
bo levied on articles of consumption I do not imagine that any ver) radical 
ohaTigo can be made wUhouv oboLshmg it 


Q —Is there no danger of one trade getting a predominanv voice and favour 
to the exclusion of another’ 

A —It IS a possibihd/, but parties are usually formed oq a communal or 
s.a8te basis 

Q —Is it not possible that a municipality which is composed of lawyers may 
tax trade’ 

A —It is the bu'intss of Government to check that, '•urt of ihmg 


Q — Actually tchedules are sanctioned by Coromissicmcrs, aren t they ! 

i — ^TheV go to Government from the big cities, in the smaler towns the/ 
•can be sanctioned by Cornm ssicmers 

Q — ’AH but a few large towns’ 

A— Yes, in the second and third class muiucipahties they are dealt with b\ 
Lomrmsvioners ^ 

(/—You say that land cesses ire essenhal for District lioards to lone as 
the present system of land revenue is retaned You do not contemplate anv 
•other s/stems’ ^ ^ 


A — I don t , but other systems have been suggested 

Q —You also say that the landowner pavs up to 50 per cent of his receipts 
in land revenue ^ 

A.— -The percentage vanes a good deal, it may be 40 or 45 per cent and 
Ihe modern tendency has been to rednoe the percenlage 


Q — y ou say that in the mumcipalitiffii of your division onlv Cawnpore and 
Allahabad have house taxes Mr Gaskell told us that m Ihe United Piovmces 
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^ ^There aro o largo number o{ lodpng houses belonging to the Pandas 

Q __I refer to the houses belonging to the Mnharajas and other people 
^ —There are a certain number of houses belonging to therp 

Q ^They do not pav anj thing towards the expenses of the municipality 

1 —They prcsumablv paj a house tax, how they aro assessed I do not 
l-now^ but they are subject to tho usual tax 

Q— The bouse tax is extraord natily low and thej pa> no indirect tax Tlie 
rate may be 7 per cent as against 100 per cent m Wenern countries The\ 
also pay no profession tax 

A —Mott of them belong to Indian S^ate8 and you cannot put on a profession 
tax on an Indian State as such 

Q — Tliese houses do intolve a pretty large charge on the services cf the 
town but contribute nothing to the revenoo 

/I — ^They will have to pa^/ sanitaton and uater supply charges 

Sir Percy Thomisem Q— We xyeie told by "Mr Blunt yesterday that ■when 
a building was erected on ognculural land adjoining a town, the land rexenue 
was assessed on an agricultural basis at tho next resettlement, and that at 
the resettlement aftei tliati it was left out nllogethcr Is there any reason 
why eitlier the I’roxincial Government or tho local author'ty should not get a 
fair rent for that land as building land’ So fat from dropping ib out altogethei, 
would it not be fair to increase it and charge a rent equivalent to its bu Iding 
xalue’ 

d — The practice ha-> not been allogelher uniform but the general idee wes 
that when the land definitely ceased to be agficullural it was no longer liable 
tu assessment of land revenue and its taxation was a matter for tJie municipality 
concerned 

Q — But xou don t gel at the increment at till 

^ —To some extent you do, but not adcquitelj One of tho reasons for 
establishing Improsement Trusts was the desire to get a more adequate slnre 
of the incremental value for public purposes 

Q — ^The land tax is only on agricollural \alue’ 

d —yes 

(?— Witv should It not bo on this building land wh ch may be ten or twenty 
times as much’ Why should the owner po‘'kct this windfall’ 

A —I think he pockets a good dcxl too much of it in many cases, but the 
matter is only important in g^o^vlng towns 

Q — ^Would it not, at any rate, be regarded as fair and equitable that £ 
agricultural land does increase m value by the building of a house on it either 
the local authority or the provincial authority (probably the local authority) 
should get the full value’ 

<1 — think at any rale thaa they should get a proportion of it I think 
that js only fait, but it is more a matter fox the local authority than for rhe 
provincial 

Q — ^Has it evei been suggested in this province’ 

A — ^It has been suggested, but it bos not been worked out, partly I tb nk 
oecause the foimation of Improvement frusta was token up 

Q — ^In the Central Proxinces ttev charge a competitive rent and {he Pro 
vincial Government make over four fifths of the income to the local aothoritv 
A —Yes 

United Provinces, would that give a considerable revenue’ 
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A. In a few cities it does where there are large areas of riazul but a creat 
^any of the towns n the United Provinces are not expandfng and n^oS S 

1w « in most casfs admSeved 

•ty the munic.pal hoards Avhich pay 25 pdr cent, of the income to Government. 


Q.~In the ineanwhiJe, all the increment is losf<? 

A. —Except as regards nazul, the greater part is lost. 


PAe President. Q . — ^Eimn in the case of lands belonging to the State I 
•understand many of them are handed over to ihe management of local bodies. 


A. Yes, within the municipal areas they are generally handed 
JjUckhow is the most ^important exception. 

s 

Q - — ^They may take an inadequate rent? 


over. 


A. — Yes, sometimes they do, but the only had case that I am aware of \ras 
!n connection with certain leases nearly ^i.'ity years old in which local bodies 
would not face the unpopularity which would have resulted from entering on 
•a long legal fight. 


Q - — So there is another source of revenue that ought to be tapped? 

A- — Yes, it is a possible source, but I do not think that on the whole local 
•bodies have, as yet, been very remiss in this regard. Sometimes old conditions 
have so bound them down that they cannot increase the rents as much as is 
desirable. 


Q . — Would it not be pi-eferahie to manage these by Government itself and 
then pay a portion of the profit's to the local bodies? 

4 . — The financial results might be rather better, but the administration of 
siazul is very closely connected with local administration and local bodies have 
' a good case for inS.sting that it should be made over to them so long as they 
•carry it on with a fair degree of efficiency. 

Q.—Is it not a disguised subsidy? 

A . — It is but some kinds of nazul income (i.c., tchbazari) arc essentially 
.matters for local bodies, and even as regards other income the considerations 
aiiuded to in my last ans'^-sr have to be borne in mind. 

Q . — Is that desirable? 

/l._It is a natural consequence of the policy of giving responsibilily to local 
bodies in matters whicli are primarily of local concern. 

Q._.Y?hat about cattle pounds? Is it not another form' of disguised subsidy? 

..4. — do not think so. 

(J . — ^Who fixes the rates? 

A . — The Districi Boards. 

f^_Xhey don’t take any other action than impounding the animals? 

A . — They administer the pounds. 

Q, — It- is the police who do this work? 

A. No. not now. They are purely District Board concerns. 

(7. ^You advocate a detailed e.xamination of the probl^'ins connected wil.'i 

unearned increment.. ? 


A. — Yes. 

Would it involve less unpopularity than in the ca.so of many other taxc;? 

.—It would raise mark.- difficult problems, but would not f.-ill on .so many 
ppoplk partly because of its special character, and partly because it would only 
be an important matter in growing towns. 
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Su Ptrcy Thomv^on Q-Tt goes to the wrong people, is it not’ 


4 —It probatly does go to the >srong people r 

0— You say that the profe:.sions most easily taxable are prec «ely those- 
likely to be most strongb represented in municipal boards, and they arc naturally 
inclined to try and 'pread tl e burden over a wider area either by going back to 
indirect taxation or n some cases by changing over to a tax on circumsHnces 
and property Do ivou think the lax or circumstances and property is better 
than the oiler!.’ 


4 Por small towns it is probabl/ the most «uitable form ol taxation In 

large cities I do not think that it s workable whereas a tax on houses anct 
Imds is suited to them 


Q— .'Why should it be difEcultt 

A -^Betausft you ate to dc%l with an etwcmously large number of people 
about whom very litUe is known accurately 
Q — Because the exemption limit is lower’ 


A — ^Tes 

Q — Under the schedule of incomes can you not have the groups of classes 
to be i^sesscd’ 

1 — The dfhculty will still remain In a I ig city you cannot h-ivo suffiuent 
iiateriaU to proteed on 

(3— Does not somebody know’ 

^ — SomelKidy may know, but either that somcl ody would not say or would 
give wrong information- It is very difficult to get an accurate ba'is Tliere- 
IS nothing to chetk it by 

Tht Prnxdtnt w a schedule showing the persons who ate not 

assessed under tie previous clauses No question of income there’ 

i — ^That IS a sort of license lax U you are content wi h a rough estimate 
and a low tax it may be workable but the results will be inadequate If you 
go higher than tha*, then unhirness will begn to come in and the difficuUiea 
0 * collection wdH be very great 

Q— When you are deiUng with people who get Hs 500 or so you are deal 
ing with people who ought to keep books’ 

■1 — ^Possibly they ought but tn practice very few of thorn do keep books 
A rough assessment is po sible so long as it is kept low but ineqmJjt es uould 
be numerous and the d fRcuIty of collection very great 

Sir Percy iloinpson Q — -liou say that the distinction between beneficial 
and onerous services ii not much used in India Do you adopt that principle 
in general’ For instance how would vou class water supply’ 

4 — I have said that water supply and lighting may be classed as local or 
beneficial but sanitation and conservancy roads and education seem to be partly 
onerous and partly beneficial You cannot call these services purely onerous 

Q — ^tVhal do you think really a OTierc.ux aeewee’ 

A — T think police w ould be an example but m India Ir cal bod os have no 
respons bility for police 

<2— You are irt favour of grants in aid In the case of municipalities are- 
grants large enough’ 

A —The chief recurring grants are in connection with education but a sub 
i\dy IS also gven towards the pay of trained sanitary inspecfors Other grants 
are non recurring and for special purposes in connection with education or- 
sanilation 


Dt Paranjpyt Q — ^Don t you give grants for dispensaries’ 

G 
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contracts the whole of the subsidy goes under 
dispensaries out of their general 
lunds. liatel;,, there has been a discussion about the charges for dispensaries. 
Vjovernment increased the pay of the Sub-Assistant Surgeons, but the local 
bodies refused m ma,ny cases to pay the enhanced rates and the result is that 

many d spensanes will now be staffed by cheaper doctors no’, in Government 
service. 


fhe President. Q . — How do you check the expenditure of these tyrants’’ 
Uon t you give your grpts subject to a condition that if the results are not 
-satisfactorj', the grant uill bo withdi'awn? 


-d- At present there is no satisfactory system of controlling dficiencv bv 
means of grants. Generally speaking Boards are genuinely keen on e.xtending 
•education. • ih,ere is no local pressure in favour of a high standard— rather 
Ihe opposite — but more extension of education lis popular.. One weakness of 
the system is that the area of a district is too large for the people of anv area 
to feel that t}ie3’' control the education of that area. 

‘ / 

Q. ^To what extent are the subsidies regulated bj’^ anv definite rules ? 

A. — I am not familiar with the grants distributed for educational purposes 
•and the rules which govern them. There are such rules but they are inainlv 
based on numerical standards of attendance. 


Q . — So long as you have no settled rules, it is very difficult to use a subsidv; 
.is a means of control? 


A. — Control is only possible v.'ilh wide powers of refusing subsidies or dimi- 
nishing subsidies in case the results are not .satisfactory, and with a detcrniina- 
lion to use those powers. Municipalities do not get as much help as District 
Boards. 

Q . — Is that based on a specific set of rules? Is it applicable to all bodies 
alike : 

A. — ^To all District Boards alike. 


Q. — As regards roads, are there anj'- rules ? 

A. — Grants have been given for special purposes, but there are no general 
pi’ovincial subsidies so far as I know. The main linos of communication liavc 
been kept under the Prorincial Government’s control, but all other roads have 
been made over to local bodies which have been relieved from their previous 
contributions to Government on account of staff and supervision. Previously 
all the pucca roads — apart from provincial roads — were maintained by (lie Public 
Works Department at the expense of the local bodies. 


— Do j'ou actually insist upon the road being kept in good order and 
)>assed b>/ the Executive Engineer before payment, of the grant ? 

A. — This hardly applies, as the most important roads are kept up by Govern- 
ment and local bodies pay for the remaining roads. A few lengths of road 
previously' maintained by Government have been made over to local bodies for 
maintenance with a grant for upkeep. So far as I am aware. Governmen;. has 
not made any stipulation with regard to these latter grants. 


— Would you approve a plan to make over the roads together wi.li a .eiaiit 
per mile subject to the condition that the grant is paid only offer the eert lie'ite 
'' of the Superintending Engineer or some olhov officer that the road b mam ue'! 
in good order ? 

A. — That is certainly a possible alternative to direct maintcnaiire le. f’*’''* 
CTiiment but Jf>cal bodies would probably "find the bargin a hn/l oin' and ilicy 
find it very hard to get and keep competent slaff. On the wlinle I woiiifl 
provincial 'control at present. As regards (he local romls. the cfiiednm b.'is no! 
ari-en. They have alway.s been kept- np at the expense of Ihe iora! b<iity. 

t ), — You say '.hat pilgrim centres deserve special consideraf on -e- r* :.'"-rd‘' 
grants for sanifary improvement. Don’t you have a pilgrim la\ . 

— ^\Vo have a pilgrim ta.x in Benares and Allahabad and in sonu, o.lnr 
pilgrim centres 
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<^— Is that made o\er uncunditvonallj to local bodies^ 

■i —It is collected throuRh the railway 

y— Ha\e YOU any principle to follow in the case oI poor District Boards^ 
d— Contracts haYe been made witVi iViem. An es'imate was made ol the 
cost of workn*' their mim ervices at a certain standard, their resources were 
compared with this esiimae, and as far aa provincial finances permitted tho 
difference wa gi\en to them ibis original working basis has had a senes of 
educat-onal grants superimposed on it * 

Q — \ou ha\e a regular conWacV. wil\» Ibem, bosv many years docs it tun* 

■1 — ^Tbe original con ract was intended to be for five years, but that has 
expired long igo bubseituent revision^ have all been with reference to educa 
tional adiances, and 1 do lot think that periods ba\e been definitely fixed 
though (joserntnen has de ci bed certain grants as only temporary 

y — You sa^ that an a tempt to abolish indirect taxation has fafed as small 
local bodies would not collect dacct taxes more espec ally from the influential 
•classes Vou dont tluuk there is any chance of that being stopped by appoint 
iwg an official agency* Wy point is Ins t\en in a democratic country 
like France, octroi is managed m the Municipality of Marseilles by men sent 
from Bins 

•I — This could have been done twenty years ago but 'Mth the changes in 
ideas winch have f Uowtd on the Reforms, 1 do not think any province in 
Northern India is hkelv to intioduco such a system at present 

Q— The tendentf/ in democratic countries ali over the world is to keep the 
local bodies in the pos tion ol Iram ng policy xnd keeping the carrying out c! 
that policy entiiely m the hands of the official rtafl 

4 — ^That IS unfortunately a point of view which does not commend itself 
«ither to Legislative Councils or to local bodies The general idea at present 
of the average member of a local body is to interfere in the details of adminis 
tratien in a w\/ whica is not a temn ed n England and imlortunately there 
IS a further tendency to trake most things a matter of party politics Control 
from out ide is grea Iv resented as being a relic of the old system Unpre 
judiced consideration of (he matter is imprarlicab e at present ofld the degree of 
control exercised in other democrat c countries is not understood 


Q— -The idea now is that there is loo much power in the hands of the local 
bodies We are «eekmg your advice now as to the ideal method of imposing 
and collecting taxes Do uou consider H advi able to have an independent body 
of people to assess and collect taxes as m o her democratic countries ^ 


A —The change would be a desirable one as far as my experience goes and 
-should give improved results an the working of the taxes, but the question 
remains whether it s politically possible 


<?— Whst we are looking it is not the poliUeally possible but the theoreti 
cally desirable 

1 — I certainly think it theoretically desirable, provided sufficient care is 
taken to get impartial control ot the taxing agency 

<?— What are ihe powers of the Local Government over these local bodies^ 
You have a certain power oi eonrol over their budgets and much more’ 


d — As regards mumcipalit'es Government has powers of disso utioii and 
^upersexsiou in cases of default or abu e of power- and the budgets of indebted 
Boards are subject to sanction In (he cas^ of District Boards the powers a= 
regards dissolution and supersession are s mhi, hui control over budgets « 
limited to definite obiects, the most important of which is pruviding for 1 
inmmum closing balance ‘ ^ * 

(?— On what principle you eolJect your chowkidari tax’ 

T gCTieral cess which was sanctioned bv thi 

^ Oistnct Boards as is laid down % 


2 G 2 
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Q ~ — ^Is the chowkidar not a District Board servant? 

A. — ^No, he is a Government servant. Originally he was to a certain extent 
a village servant, but now he is part of the police force. He is pa-d out ol‘ 
the general revenues. 

Q - — There is no separate cess for him at all? 

4.— Ho. 

Q . — ^Is that one of the cesses that Sir Edward Baker abolished? 

4. — do not remember, but the change was made 'in 1914. 

Q. — You still have chowkidars, but, no special cess for them? 

4. — ^We have no special cess for them. A great number of them have been- 
reduced, but there are still about 50,000. There is now only one rate with a 
maximum of 6^ per cent, on the annual value. 

Q. — ^The maximum is 10 per cent. ? ' 

4. — ^No, the maximum is 15 per cent, of the land revenue. 

Q. — Practically that washes out the Local Government’s power? 

4. — Yes. That is the onVy power of imposing rates. 

The Hon'ble Sardar Jogtndra Singh. Q. — Taking everj'thing into considera- 
tion, don’t you think that a simple indirect tax would be more acceptable for 
local purposes than many taxes that are proposed here? 

4. — I do not quite understand your meaning. 

Q. — Say some single tax, such as a tax on tobacco, betel, etc. 

4. — ^You mean for local purposes? 

Q , — ^IVould it be acceptable or workable for protdncial purposes? 

4. do not think that it would yield much in comparison with the difficulty 

ot administering it. 

(p._Do you tbnk it is a veiy- good idea tc abolish all the taxes and increase- 
land revenue by 80 per cent. ? 

4 . do not think it possible nor would it be fair. Outside 'owns, however, 

there is little that can be taxed, directly or indirectly, except land. 



Mr. G. B. F. MUIR, I.C.S., Secretary, Municipal and Local 
' Sell-Govemment Departments, United Provinces, was next 
examined. 


Note upon local taxation by Mr. Muir. 

1 PtfUmxnary —As Secretary m the Municipal and Local Self Government 
Departments I have been asked to prepare a note on local axation I have 
held that position since 1921, hut experience has Uen that A gwes tevv 
chances of gaining instcht into this subject There s as jet no real Jocai 
tasation m the rural area and of the ta<es in most towns the Secretary hears* 
nothing except perhaps an occasional leuiark in an annual report regartung 
the sufficiency or otherwise of the yield, or criticising the accumulation or arrears 

-Trorn time to tune proposals are received from some mumciinuty or other 
for the icvision of a schedule, the rectification of some defect, or inore im 
frecjuently for the impoaition of a new tax or the abolition of an old Cor^ 
tespondence upon such matters has naturally left me witli a certain number of 
impress! ns winch I here attempt to teproduco, hut they are f ragraciitary anu 
disconnec*edj and to real knowledge ot the xaboteV ^ can nn dawn 
rahsations are in anj case semewhat unsafe, for each individual town really 
prejents a distinct nroblem 

2 Plon of nott —Taxes for Municipal and for District Board purposes are 
in this province levied upon entirely different plans, for which reason the 
resi of this note is divided into two parts under the headings Municipal and 
District Board Taxation 

d/imicipol Toxafion 

‘ 3 Sue of mumcipflhtira —The sixe of a municipality is an important factor, 
for within tough limits the ratio of the yield of a tax to popiililion seems 
to be a function of the size of the town 

Of the 82 rounicipaUtws in the plains (there are three hiU municipalities 
to which I shall not refer) six have population exceeding 119 000 four hsving 
•octroi and two terminal taxation 

Nine have inhabitants numbering between SO 000 and 83 000, octroi is levied 
m seven and terminal tax m two 


Eleven have population between 30000 and 60 000 The roam tax is octroi 
.n four, terminal tax in six and a direct tax in one 

Ten have between 20 000 xnd 30000 inhabitants The mam tsx is octroi 
in two terminal tax m seven and a toll m the tenth 

There ate 46 towns inhabited by less than 20 000 person's The main tax is 
-octroi in eleven, terminal (ax in two, a toll m nine, and a direct tax m twentv 
{out 

The toll 13 usually supplemented by n direct tax 


4 Direct taxation vnsutteJ Id {ai/je mametpatUHS — For reasons which will 
be more apparent when I come to taxation in smaller towns, direct taxation 
po<.tuIatc< personal knowledge of the circumstances of assessees In tli© large 
-towns the main tax must, theicfore, be indirect and the choice hes between 
octroi and terminal taxation Before attempting a comparison between the 
two, I wish to point to x defect common to both taxes ^ 


5 Abunce of ectenttfic baus to rate^ of indirect taxes — The rates of octroi 
and the terminal tax and toll as levied in this province, do not rest upon 
any scientific basis The form in which statistics of octroi are compiled includes 
nn eightfold classificatioji of the articles taxed and was, I suspect, adopted lu 
the hope that the inforiiiati«n would be used for studying the economic effects 
of the tax and for their readjustment, but, so far as I am aware, such use 
IS never made of them There w no similar classification in the ease of the 

terminal tax and toll Proposals for fixing the rates of both taxes and Jor 

[ ° j exclusion of the va^s classes of goods emanate from the 

boards tont erned If the tax ^ he rmposed for the first time some one 

prepares a Iwl of tV e articles the taxation of which seeros worth while Soma 
use may be made of rail waj statistics, parlicalariy in the case of (he terminal 
tax Commonly the schedule of another town is adapted The selection 
•ultimately made is probably not unsuitable, hut this, as also the rates p-vSposed 
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is mainly a matter of guess work. If it is a case of rovisinir a schedule 

uiitaxX <-^1® inclusion of afticles hitherto 

the nrnnn3^‘' article already taxed is seldom pioposed. ’\Vhen 

^e proposals are published locally, some section of the trading community 

S exclusion of, or the reduction of the rate upoi? 

J interested. But a stndy of the taxable capacity, 

past or iuture, of the various sections of the trade is, I suspect, never seriously 
attempted. The proposals then reach the Secretariat or the Commissioner 
itne latter being the finah sanctioning authority in the case of octroi in all but 
a lew of the larger towns). How Commissioners . proceed I cannot say, but in 
We becietariat the schedules are compared with those in force in otlier towns, 
iiates which appro.ximate to rates in force elsewhere are usually accepted. No 
other method of examination is possible; if it were, there would be no lime, 
for it ; even the examinatim by comparison takes much more time than can 
easily be spared. I have no evidence for supposing that tlie selection of articles 
taxed and the rates at which they are taxed are generally unsuitable but I 
suspect that there is in most towns, particularly those wliose octroi 
schedules have long been left unrevised, room for improvement in both directions. 
But that, under present arrangements, could only be effected by intelligent 
study by the board itself of the taxable capacity of each section of the trade. 

I do not know how far material for such study is available; I feel certain 
that no board is capable of such study ; hoards and their committees deal 
w’th concrete matters the disposal of which is obligatory, and with that their 
energies are exhausted. Some time ago I suggested that an officer should be 
placed on special duty to go round the towns of the province and to overliaiil 
their schedules. No officer was available and the proposal was dropjied. hlaiiy 
months "at least would be needed and possibly but trilling results might be 
achieved. 


6. Tidative. ’popvJ.Qrify of octroi and the tcrminnl tax amony municipal 
hoards . — ^Frorn the figures given in -ray third paragraph it might bo supposed that 
among towns of over 20,000 inhabitants octroi is the more .popular form of 
indirect taxation in the larger and terminal tax in the smaller towns. The real 
explanation is different. Except in Cawnpore the adoption of the terminal tax 
was to a large extent the result of official pressure. (That., at least, is my 
impression; I have not found time to verify its correctness from the records.) 
Following upon the Municipal Taxation Committee’s condemnation of octroi 
m 1909, the Government, I believe, at one time contemplated the suirslitution of 
terminal taxation in all towns too large for direct taxation. In some ton towns, 
including six with population of over 50,000, the idea was dropped at an early 
stage. In the rest the svovk of framing proposals for_ tormina] taxation went 
forward, and was somewhat naturally completed first in towns of tlio .second 
rank. The early tcsuUs of the new tax svere disappointing ; and six towns 
of the first rank which had framed their proposals with some reluctance, then 
pressed successfully for the retention of octroi. The yield of terminal tax'os 
has since been improved by adjustments of the schedules and especially t'y 
measures designed to check evasion. But even now. with the exception of 
Cawnpore, there are probably few boards wbiclr would not welcome a reann 
to octroi. Yet a study of the ratios of yield to population given in the stale-, 
ment in the appendix to this note suggests that while there may bo some 
slight basis for tire belief that octroi is the more productive tax, the advantage, 
if it exists, is much less than Iroards commonly suppose. 

7. Octroi and terininaJ taxation contrn.stcd . — ^Tho terminal tax differs from 
octroi in three xvays — 


(n) It is collected by the railway instead of by municipal agency. 
(5) No refunds arc given. 


(c) There arc no ad valorem rales. 

The complementary terminal toll diffom from octroi in three ways also— 

(d) No refunds are allowed. ^ 

(c) There arc no ad valorem rates. 

(/) E.xccpt in certain towns in xvhicb terminal tax _rate>^ have been irnpo-ed 
^ on articles with which evasion of the terminal tax vvas commonly 
practised, terminal toll is assessed on the vehicle, and no. on the- 
weight of each consignment. 
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The methods oi collecting the terminal tax and oi assessing the tertnin^ toll 
aie of course designed to lessen the impediment which any form of indirect 
taxation opposes to trade, and in theory this feature of the terminal tax and toll 
should bo preferred by the trading unmnunity How far traders actually pieler 
the tenri’iial method of assesswent and collection I do not know I can only 
sa\ that I am not aware of any instance in which traders have actively voicea 
such prelcrence PoaiiWy the resulting convenience is felt to be outweighed by 
the absence of refunds lime is not a very valuable commodity in this country 

and labour is cheap 

Ihcre are ^-icnments both for and against ml \alprepi ntcs Iliey wero 
roundly condemned by the Municipal Taxation Committee as opening the door to 
corruption and as m any case constituting a serious impediment to trade owing 
to the necessarily complicated ptoctdute for assessment These are valid cnti 
cisms On the other hand, if it be true that terminal taxation is less productive 
than octroi, the rea on is probably to be found m the absence of oil loforew. 
rates Roth octroi and the terminal tax commonlj extend to the whole range 
of the trade of the town The classvficalion embodied in the schedules of both 
taxes IS generally minute, yet there are always certain items which include 
goods of wifely vaiying value, such as piecegoods and groceries Upon such 
m thevease of octroi an ml lolorna rate is usuallj imposed, but the fist rates 
used for the terminal tax must necessarily be adjusted to the taxable capacity 
of the least valuable goods included m each class, thus the more valuable are 
not taxed to their full capacity The trade itself could probably propound a sub 
eUssification «ith flat rates which would result m the proportionate taxation 
of goods of all values , hut U seems very questionable whether this could bo 
made intelligible to the persons charged with the duty o! assessing the tax 

The refund svstem is another feature of octroi' strongly criticised by the- 
Municipal Taxation Committee which held that the machinery maintained by 
the hoard for granting refunds and by the trade for obtaining them is unpro 
ouctive waste ol energy even when working efficiently , and that the system 
undoubtedly lends itself to peculation, fraud and evtortion Ihe argument to- 
ni> mind la decisively against the system, jet I question whether any board 
views these evils with real concern or whether the trading community holds 
cenerally that the adijantage lies with the lighter tax and no refunds Protests 
nave on occasion been received 9gain«t the taxation of through trade but I have 
never known a trader contend that he would be better oil if refunds were 
abolished and the rates lightened Probably most traders in a Urge way of 
business succeed in making to their own satisfaction permanent arrangements for 
obtaining refunds * 

8 Ftiture of octroi anil the terminal tew— The policy of the Government 
since the Reforms has been to allow boards much liberty m selecting their 
taxes That policy is likely to persist If so, at seems improbable that terminal 
‘axalion will replace octroi in any town which now has the latter tax A jevival 
oi trade and less difficulty m the balancing of budgets might change the views 
oi boards but I think it is unlikelj At any rate it seeffia clear that ectror 
for many yeais to come will remain the chief municipal tax of the province 
I do not view that piospect with concern, whatever maVvin theory or practice 
be the defects of octroi, it is certainly a tax well suited to the genius of the 
people The Municinal Taxation Committee, condemning the tax, ilfd not 
attempt to consider how it could be improved There may quite possibly be 
no way in which the tax could be improved without sacrificing the advantages 
for which it IS valued But should on ofheet ever be placed on special duty 
to overhaul octroi and terminal tax schedules, it would be worth while also to 
commission him to investigate the possibilities of removing or minimising the 
defects of octroi 

9 foa-atioit in small touwa— In the small towns the jruriicipal Taxation Com 
mittee recommended that octroi should be replaced by direct taxation In 34 
towns that recommendation was earned into effect The measure has proved 
a very partia’ success There are three principal forms of direct taxation, the 
tax on lands and buildings,, the tax on trades and professions and tax on circum 
stances and property, the last being the most common form. All three are alike 
ui that assessment is to a great extent an arbitrary proceeding, more particularly 
assessment to the ta < on circumstances end property In this tax there is 
mvanablj aw upper hmit to th® amount leviable irom a single mdnidiial and 
idso a limit expressed in terms of income below which individuals are exempt 
ihe assessment is made hy one or more members of the board The first s+ep- 
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\en a ^ the persons who should pay at the maximum rate. 

down to the so on 

TknJvl filpr- the scale. Though m the case of persons w]io receive 

^ known fixec salary (usually near the bottom of the scale) the tax is as'=essed 

Sip? assessors may proceed by estimating the incomes of 

omei masses, the tax is not an income-tax, for the true incomes of the assessres. 

than salaried servants, are not and cannot be ascertained. The truth of 
tnis observation will be rec^msed by any one cognisant of the difficulties expe- 
rienced by the Income-tax Department. Nor is the tax by intention an income- 
? intended to be based simply on a rough and ready assessment of 
-vipacity to pay. The assessment of the tax on trades and professions is similar. 

iiei’e is perhaps a greater tendency to proceed by way of estimating income 
v)Ut in reality the tax only differs from the tax on circumstances and property 
m that it IS restricted to those who in some way work for their living. The tax 
on buildings and lands is a tax on assumed rental values: there is thus a 
material basis for assessment, but assessment is still an arbitrary proceeding, 
and the house occupied by an as.sessee is often no true indication of his taxable 
capacity. This tax is less unpopular than the other two but all three taxc."? are 
intensely disliked both by the boards and by the assessees. Assessces conipl.ain 
tnat favouritism is rife, the boards of the odium to which the taxes expose ihem 
and of their difficulty in collecting them. In truth the position of an impailial 
assessor is_ unenviable. His friends are apnoyed because they are not let off 
lightly; his enenaies take a fair assessment as a hostile act. Added to (his 
du'ect taxation is inelastic and unproductive. The advantages claimed for 
direct taxation are T believe that it is inexpensive to collect, that it avoids 
taxation of the poorer classes and that, being directly felt, it is a salutary stimulus 
to economy. The first contention is true. The second aigument begs tiic ques- 
tion whethei a narrow or a broad basis is to be prefer) cd for local taxation. 

to the third point, while I am no advocate of municipril extravagance. 

1 believe that in perhaps a majority of towns direct taxation no longer 
suffices foi the board’s real needs. In any case even if the argumenls are sound, 
such abstract considerations seem unlikely to influence the actual result. Under 
an Indianised Government the gi'adual disappearance of so un''ongeniaI form 
■Ilf taxation seems inevitable. The process has begun and has indeed the supjiort 
of many experienced European officers. Of the, 34 towns^ in which octroi wa-! 
•ibolished nine have already reverted to octroi ; in two the tci ininal tax has 
been imposed. Proposals for tlie introduction of octroi are prudmg in two and 
of terminal tax in seven other of these towns. Incidentally this apparent yu'C- 
ference for the terminal tax is probably to be explained as dne to the imurer^ion 
that Government disapprov.3 of octroi, and that escape from direct tpxndnn is 
more likely if the terminal tax is proposed. 

10. Other municijiaJ taxes . — There arc several other kinds of inunieipal fax 
b none which it seems necessary to bring to the notice of the rommitfee. 


but 


District Board Taxation. 


11. District Boartfs, unlike municipal boards, receive a hieh prouortiou of 
their income in the shape of grants from the Government mjiinly for yirimaiw , 
education. Government’s grants in the year 1925-24 formed 53 per cent, of the 
revenues of the District Boards of the province. Miscellaneous income nocounts 
for another 35 per cent. Taxation yielded only 52 per cent. 

12. District Board's foircrs of taxation . — Outside the comparatively sninll 
permanently-settled area where an acreauo rate is ’U fogee the only f.ax levierl 
at the nresent t ime I's a surcluirce of 10 per ennt. on the 'land rcveni’c I:uo'’'ti 
the local rate. The District Boards Art of 1921, which set up boards devnul of 
nnv official element on the model of the munieipa! boards crc;i(cd w ic 
Municipalities Act of 1916, conferred for the first, time upon Dis.nrf l,oard-t 
the power of taxation. .A District Board may now jwrwi'^e a tar mi nrrti p- 
stances and propertv upon pcr.snns wliosc income derived from otlicr tip)) an 
agricultural source exceeds Bs. 200 per annum and may then, led not lid nr- 
enhance the surcharge upon the revenue up to 13 per rent. 7 he fiutrage m 
the two taxes was a conression to landlord interests in the Council which would 
■otherwise have thrown out the Bill. Their plea was timf the land 

bears more than its fair share of taxation: and it is perfecily true Cmt fi.ue 
in (he rnrnl area at present escapes taxation for local purpose.-, Joit 
in file rural area is of relatively slight imjKirfnuee and no • xdc-.nn- 

tial yield from the tax on cireumstapees and property ; the dd 'cultics ot 
ment and collection so keenly felt in the smaller towm.s n:-e likely to be much 



accentuated in dealing with assesscos scattered throughout a district , and accord 
ing to an opinion coinmonly held the real motive of the landlord partv was 
meiciy to impede the enhancement of tho local rate Pe this as it may, though 
the budget of hardly any board balances on tho right side and hospitals aro 
starved and the roads are going to hits, the first proposals for the on cucum 
stances and prop“rtv were only framed in the closing months of 1^4 ana only 
by three or four I cards The test are cither petitioning for further grants or 
^re casting about for some other form of taxation Whether anv board will 
ever screw itself up to enhapee tho local rate seems very doubtiul All this 
appears to me ano her instance of deep rooted dislihe of direct ta'ration, instinct 
ive lather than leasoning for certainly among a people whose sole industry 
IS agiiculture it is difhcuU to mnagme my foim of local tax more fan m its 
incidence than a '‘urcharge on a tax so laliotvously and carefnUy assessed as the 
land revenue Further the local rate has tho advantage to a board that its 
assessment and collection co-.t a board nothing But arguments of that nature 
will not sufiico to overcome the opposition to an enhancement of tho local rate, 
and as there can I e no (|ueslion that every board needs more money and as 
tho protttds of the tax on cucunistances and property are likely to bo trifling 
it would I 0 an excellent thing if a suitable indirect tav could bo discovered I do 
not think that it <an "liiere has been talk of a tax on vehicles which, if the 
vield were to '0 significant would hav;* to cover bullock carts, the only vehicle 
which is found in any numbeis m the rural area but no one has leen, nor I 
think will be able to suggest anv feasible means of taxing bvi\lo''k carts 
jleanwhile efforts are being made to induce boards to make use of their new 
powers of taxation but it seems mote than bkelj that in tl e end the Govern 
mrnt will be foiced to find for Dislrici Boards the extra income which thev 
-ah need 


13 T ee of j/rnriM for iJtt cow//of of />nfricf Boi nit — One of the nuestioiiv 
included in the Coninuttee s questionnaire suggests that it mav be an ailvantage 
that local 1 odies should leccivc a portion of their income in the shape of grants 
which coi Id he used as a lever for their control Tho character of the Mum 
cipalities and D strict Boards Act might be cited as an additional argument in 
favour of the adoption of the plan in this province Short of dissolution or 
supeisession (measures which every Minister would do his utmost to avoid), 
these Acts provide hardff anv means ly which the Government cftn efiecUvely 
correct aluses There is for instance no means of enforcing compliance with 
an auditor s objections In these ciicumstances it might bo thought that control 
through grants would le attempted and in the case of grants of the order of 
those given to District Boards would le most efleetive But tlioiivh grants ate 
now used to encoinage expenditure in selected directions I see little prospec* 
or any corrective use hem» r ade of prarts while polit cal conditions rtniain as 
they are now No Minister has nor for an ndefimte period is likelv to have 
any considerable following at his hath and political op non of every shade is 
always ready to take sides with a ’ocal liodv in any difference which occur 
between it and the Government Meanwhile mendicancy is demoralising anc. 
cannot ba suppressed while the grant system continues for no tnaUer hov 
vigotously the Government may protest their determination not to increase their 
contributions to local funds every District Board persists in hoping that iJiipor 
tunity will ultimately secure an addition to its grant and in this hope I oards 
are encouraged by the trend of nnoPicial op mOn as expressed in the Legislative 
Council For this reason T am inclined to think that District Boards would 
function mote healthily if for their recurring expenditure they were independent 
of assistance from the Gcveinment But it would not suffice mereU to allot 
revenues equivalent to the grants now made The Government at prevent makes 
use of District Boards for the discharge of functions wh ch are nrovinc il in 
the seise that th'’ Government cinnot regard them as matters of meie local 
concern primary ed ication for instance a» d the widei aspects of the prevention 
of disease among men and domestic antmaJs If merelj grants were replaced 
by the allotment of revenues the Government would soon find hemselvftj 
lomiclled to supplement those revenues hy additional grants m order to avoid 
stagnation in such branches of the administTation To end the grant system 
final V it would be necessary lo revise the cl«Vifiration of provincial nnd'^Jocal 
functions including m the latter no function of more than local concoin Such 
a rc arrangement would in my opinion benefit the country particularly jn the 
domain of public health but would not at present find support in any political 
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APPENDIX. 


Statement coniparing the yield {per head of population) of the various tunes of 
y"Tm"2t Vlals\f tkJvLed Zv^in tZ 



Town. 

_ Yield 
'in round 
thousands). 

Population 
'in round 
thousands). 

Incidence. 

1 

A. — Towns of over 100,000. 

f Lucknow 

1 

7,89 

2,17 

Es. 

367 


Benares 

7,88 

1,95 

4-01 

(1) To'wns with octroi . 

Allahabad 

r,76 

1,46 

3-94 


Bareilly 

3,9G 

1,19 

3'33 

Total 

4 

25,49 


3-77 

Date of 





imposition. 





( 1896 • 

Cawnpore . 

11,95 

1,95 

G-13 

(2) Towns with ter-J 

minal tax. ) / 



( 1920 

A^a . 

4,52 

1,64 

2'75 

Total 

2 

16,47 

3,59 

4-58 

B. — Towns between 50,000 and 10,000. 



- 


'“Meerut 

2.92 

78 

3-74 


Shahjahanpur 

1,15 

72 

1-59 


Jhansi 

1,14 i 

54 

. '2 TI 

(1) Towns with octroi . 

Aligarh 

1,47 1 

C7 

2T9 


Gorakhpxir . 

1,33 ' 


2-CC 


Fyzahad 

1,04 ; 

51 

2-04 


^Wirzapar 

1,-lS ! 

I 

55 

2-69 

Total 

7 

10,53 ! 

■4,27 

2-(4t 

Dnt"' of 
inipositioh. 

1 

2.41 

83 


r 1919 

Aloradnhad . 

2'9'' 

(2) Towns with 1 

terminal tax. 1 

C 1919 

Saharanpnr 

1,35 ' 

i 

62 


Total 

O 

8,79 ! 

1 

1,45 

L’Ct 


4 
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■Xicia Population 
(m round (m 
tliouaandaj thonaands) 


«r,lS0m 

rMuttra 

. \ Joauput 


Towns with ter 
msnal ta'^ 


Date of 

I 1921 DclitaDnn 

I 1^21 Etawali 

'■ 1320 Badaim 

I 1919 Hatliraa 

\ 1920 Hardwat 


(3) Towns with dir<^ct 

tion ' 

Total 

a.JWOOO 

{ Hopnr 

(1) Towns with octroi . | ^ iroiabad 


Date of 

imposition 

r 1919 Bal taicu 
I 1931 Khntja 
I 1919 Chandansl 

(2)Townswthter-( 1910 ehaxipnr 

minaltax | Jluxaffamsgar 

I 1921 Kftsgsuoj 
1. 1921 Banda 


(3) Towns with toll 
Total 
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APPENDIX. 

Statement coru'paring the yield (yer head of foyulation) of the various types of 
taxation in the municipalities of the plains of the United Provinces in the 
year 1923-2^- 


To'vvn. 


A. — Towns of over 100,000. 

f Lucknow 
Benares 
Allahabad 
^Bareilly 


(1) Towns with octroi . .-i 


Total 


Date of 
imposition. 

( 1896 ' Cawnpore 

(2) Towns with ter- j 

minal tax. ) / 

( 1920 Agra . 


Total 


B. — Towns 'between 50,000 and 10,000. 

f .M eerut 


tl) Towns with octroi 


Shahjahanpnr 
Jhansi 
-{ Aligarh 
Gorakhpur . 
Fyzabad 
LMirzapnr 


Total 


(2) Towns -vvith^ 
terminal tax. 


Total 


Dat’ of 
imposition. 

1919 Noradabad . 


1919 Saharanpur 


_ Yield 
'in round 
thousands). 

Population 
'in round 
thousands). 

Incidence. 

( 



Eb. 

7,89 

2,17 

3-67 

7,88 

1,95 

4-04 

5,76 

1,46 

3-94 

3,96 

1,19 

3-33 

25,49 

6,77 

8-77 

11,95 

1,95 

613 

4,52 

1,64 

2'75 

16,47 

3,59 

4-58 

2,92 

78 

3'74 

1,15 

72 

1-59 

1,14 

54 


1,47 

67 

219 

1,33 

50 

2-CC 

1,04 

51 

2-01 

1,4S 

55 

2‘C9 

10,53 

4,27 

2-04 

2,41 

S3 

2 ■91 

1,38 




_ 

2 61 

3,79 

1,45 
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■Xield 

Population 

Incidence 



Town 

|in round 

Im round 



tlionaands; 

thousandB; 


\ 





Bb 

C — To\on» lehaeen 30 070 

flnd 50000 





rSloltrv 

l,0i j 

43 

235 

J) Towns with octroi 

1 

Jntmpnr 

72 

33 

2 18 


1 

.PiUbhit 

60 

32 

25 

Total 


3 

2 £3 

l.OS 

2 34 


Date of 





impositioii 
r 1920 

FarrnWiabad 

9S 

48 

3 04 


3921 

Dchra Dun . 

113 

80 

814 


l^Sl 

Etawali 

1 02 

43 

2 43 





39 

191 

muiftl t&x 

1920 

Bndatm 

iC 


1919 

Uaitiras 

I Oo 

1 39 

269 


. 1920 

Hard war 

CO 

81 

193 

Total 


0 1 

£,M 1 

235 

235 


( 

' Sambhat . 

S2 

! 

76 



£3 

40 1 

132 

i}QD 

1 

tAmroba i 

Total 


2 1 

So ' 

82 

104 

S — Tcwni betvjetn 20 000 end 30 000 j 






r Hapnt 

41 

20 

2 05 

■3 

1 

i 


27 

20 




Lluozabad 

135 

Total 


= 1 

68 

40 

170 


Date of 
imposition 


40 




1919 

tiubraicli 

27 

1 48 


1921 

Kliurja 

42 

26 

1‘61 


1919 

CliaodauBt , 

60 

25 

24 


; 1919 

Gbanpnr 

47 

25 

188 


1 





1 1922 

Muzaffnrnagar 

53 

24 

2 20 


j 1921 

Raeganj 

37 

21 

I 70 


1 1921 

Banda 1 

42 

20 

21 

Total 


7 

3 21 

i 1G8 

1 2 06 

(3) Towns with toll 


Sztapnr 

42 

1 22 

1 191 
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APPENDIX. 

Stafement cornfaring the yield (per head of fo-pulation) of the various types of 
taxation in the munici>palities of the plains of the United Provinces in the 
year 1923-^. 



_ Yield Pop Illation 

'in round lin round Incidence, 
tlionsands). thousands). 


A. — Towns of over 100,000. 

'Lucknow 

Benares 


(1) Towns with octroi . 


Allahabad 

.Bareilly 


Date of 
imposition, 
f 1896 ' Cawnpore 
(2) Towns -with ter- j 

minal tax. ) / 

(. 1920 Agra . 


B. — Towns between 50,000 and 10,000. 

f Meerut 


(1) Towns with octroi 


Shahjahanpnr 

Jhansi 


-( Aligarh 
Gorakhpur . 
Fyzabad 
LMirzapur 


Pat'’ of 
imposition. 

r 1919 Moradabad 

(2) Toivns ivitln 
terminal tax. ") 

L 1919 Sahnranpnr 














475 



Town 

^icld 
(m ronnd 
tlionsandsi 

Population 
tm round 
thousandBj 

Incidence 

\ 

Q ~T(v:n$he(v!etn 30 OX) and 30 000 

fMnttra 

1,01 

1 « 

Ba 

2 3a 

\1) Towns w^tll octroi Jnnnpar 

72 

33 

218 


LPiUbhil 

90 

1 

25 

Tolnl 

3 

2*3 

l.OS 

2 34 

Dftto of 

imposition 

f lOJO Fftrrokli&bftd . 

OS 

IS 

2 01 


t 1021 DohraBan . 

113 

36 

314 


1^21 Ftawah 

103 

42 ] 

243 

Towns wittiter*’ 
miasl tax 

1020 Dndaim 

76 

j SO 

lot 


1 1010 llathras 

lOo 

1 JO , 

2 60 


U 1920 flardwaT 

CO 1 

r 31 

103 

Total 

C ' 

1 5,5-1 

255 

2 8S 


( Stimbhal * ' 

1 32 

42 , 

76 

(3) Towns wjUi direct taxa i ' 

tion (.^nrolia 

15 ; 

40 i 

133 

Total 

2 

1 8^ 

62 ' 

104 

D ~r<iictii beltoeen SOjOOO and SO OOO 

f Ilnpur 

1 

1 

1 

20 

2 0j 

(1) Tonus with octroi , < 

l,¥iroiahnd 

37 i 

; 20 

133 

Total 

2 

66 

1 40 

i 170 

i 

Date of 
mposition 

1019 DaVjnnch 

i 

■10 

1 

148 


1021 Klmris 

42 

20 

161 


1010 Chandansi 

60 

! 

24 


1010 Glaxipnr 

47 

25 

188 

minal tax j 

[ 1032 JlmaSarnasa* 

53 

1 

220 

] 

1 1921 Kasganj 

37 j 

21 

1 76 


[, 1031 Banda 

^ 42 ( 

20 

2 1 

Total 

7 

3 21 \ 

168 i 

206 

(3) Towns with toll 

Sitapar 

43 1 

82 1 

191 

Total 

1 

42 

22 1 

1 91 
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, * 

Town. 

! Yield 

1 (in round 
thousands). 

Population 

1 (in round 
tlionsiiiids). 

Incidfuec. 

/ 


( 





i 

1 

' 

r.s. 

jE. — Towns 

below 20,030. 

1 1 

, 



•(1) Towns with 

octroi. 

1 

9 ... 

2,36 

1 

1 

1,09 

2-16 

(2) Toavns with ter- 
minal tax. 

1 ... 

. ‘ 2G 

j 

1 

17 , 

1-53 

(3) Towns with toll 

9 ... 

* 1 

2-51 

: 1,20 ' 

1-93 

(4) Towns with 

direct taxa- 
tion. 

26 ... 

1 

3, £5 

• 

i 

3,56 ‘ 

•99 


— ;Iii the figures for yield the income from water rate and from pilgrim 
tax is omitted, as these taxes are levied in only a few towns. The figures 
include the income derived from all other municipal taxes other than those 
imi^osed under special Acts such as the Cattle Trespass Act, the object being 
to show the total income which a board succeeds in extracting by taxation, 
and not merely the income received from its main tax. 

It will be observed that the yield in towns without indirect taxation is much 
less than elsewhere. 

As to the debatable question whether octi’oi or terminal taxation is tlio 
more productive form of indirect taxation, some regard must he held to the 
peculiar civcvrmstances of certain towns. Thus among towns with the terminal 
tax, Cawnpore, Moradabad, Etawah, Hathras, Chandansi arc incluslvial centres, 
and raise the average yield of the cla.ss in which each is incliidod. It is pc.-'Sihlo 
that the yield of octroi in them might be even greater. Dehra Dun too 
is an exceptional case as it is the railhead for IMussoorie and Chahrnta, 
and the high incidence of terminal taxation in this case is to be nttrilnitcd 
simply to taxation of an exceptionally large volume of througii trnfiic._ Data 
for a definite answer to the question could only be obtained by detailed, investi- 
gations made soparatelj’" in each town. 

It may be added that in the year the municipal boards of tbo 

province obtained from the sources included in this statement 51' ^5 ])cr cent, 
of their total income excluding Government grants towards capital expendiUire, 


Mr. Muir gave oral cvWence ss fcllov/s 

Sir Percy Thompson. Q.—Yon say that the size of a municipality is an im- 
portant factor, for within rough limits the ratio of the yield of a tax to pojni- 
lation seems to be a function of the size of the town. Does that appear from 
the schedule given at the end ? 

A.~I think so. What I meant was that the returns for one lakh r.aued 
■more per head per population than the next class and so on. Tim smaiiesi 
town has the smallest per head per population. 

Q. — Is Clicrc very much in it when you get below one hundred thon‘'and. 

.q, — Tlicro is not much difiorcnco between the fifty and the thirty 
towns, hut there is a drop in smaller towns. The effect .seems pr 
•throughout the scale. 
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The Pre,,d^nt Q-Th« toll you refer to lo paragraph 3 .a the terminal tar 
on carts, w it’ * 

A —St IS a tan on loaded carls 

«_you say direct tasatmn posWIatM personal knowledge I do not qmte 
understand your meaning 

A —I tried to explain it later on when I came to direct taxation 
Q-That assumes that tatalmn must be by members ol the board. 

A. — Tt IS by members o! the board 

Q_Tiiat .» a pecoUat system whiel, has been rather ehandoned to most, 
advanced and democratic countries 

1 -J do not know anything nhout that, t hare only tried to erpUttv the 
. practice prevailing here 

0— ttero « opinmn ot an American Committee “There is no ex. 
perimce to pistily the hehef that, if the States ‘“'d over to the local 
governments independent sources ot revenue, and adopt the theory that 
lavalion IS an aliair ni parely local Interest, *e shall ever have a satistactory 
administration of the ta\ laws tiy tbo locat othem^s 
A — do not (Yuvte follow \shat you are trying to show 

Q— If yon want the tax to lie piopetly administered, yon must have a 
special staff for it 

i —I entirelj agree with tint But there is no mrangement of that sort \n 
this province If we could find a taxation suK which would be independent, 
u would be very much better 

Q—^ou will be able to get direct taxation 
.4 —You Mill 

Q— So what you say in the written statement wij) not opp)j ’ 

A —It will no longer apply 

Dr Hydtr You think the vield of tax is proportionate to the size jn 
the matter of population Don't you think that the volume of trade or the- 
industrial activity of the loc-ility have also got something to do with it’ 

•f — *bes * 

<? — ^You may have a very ancient town with no trado or industrial activity 

4 —Yes Bodaon is m that condition , all the trade is at Ughani, 11 miles 
away But generally, T think, towns are all centres of trade 

Sir Ptrey fAcnipson Q — ^Yoo say that under the present arrangement a 
study of the taxable capacity ol the various sections of the trade is never 
seriously attempted On nhat principles wouW you determine the taxable- 
capacity ’ 

,1 — By looking at the circumstances of the trade in each article Of course 
if an, avt^le is a necessity it shimld laved less than an anicle which is a 
luxury ^at I meant was that when a mcrntcipaf board revises the sche- 
dules, It has. I think, very JittJe idea of the volume of the trade in the natti. 
culdt article which they are consideni^ »vd ol the profits which were made bv 
tue importer •' 


yon think it is not passed on to the consumer’ 

A —Well, he does pay in some ea&ee 

taxable capacity would be the point above which 
the yield would tend to dimmish if yon impose any higher 

d ''-‘f ”°V *o vnSKBit that lha lawalioti should ho at tho maxi- 

mum capacity I think on certain Mtioles boards levy too high a tax hut 
othMS they might quite profitably tax somewhat higher than the present ’rate^ 
* 1 , ‘2'-would It necessitate »ny maximum unless the people tended to leavfw 
the town because the tas made the prices too ^ 

A ' — bou can reduce m special cases 
<?— Would you tax articles of food’ 
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*4. I think to some extent it is quite possible. 

I. should think your idea of taxable capacity was a wrong basis' 
■because it would result in taxing on the wrong things heavily, 

A. — In the case of octroi, don’t you tliink that the schedule should be drawn 
up on the basis of the volume of trade, so as to get a scheme of taxation which 
will probably be evenly distributed ? I do not find it A’^ery easy to express my 

Q - — I shall put to you the propositions laid down by another witness and 
ask your .opinion on them. ‘‘Whei-e the commoditj' is a staple export the 
.price is determined by world conditions, and what is paid to the producer is 
roughly export price mums cost of transirort. As the commodity can be cx- 
ported from stations where no octroi tax is levied, it is probable that in a 
municipality where octroi is levied the tax will be borne by the consumer. 
Where the i-aw commodities are not a staple of export and the municipality 
~ is the main mai’ket, the octi'oi mainly falls on the t^roducer”. 

A. — I do not know anything about that. 

Q - — Octroi on raw materials falls either on the manufacturer or the agri- 
culturist, and on imported goods on the consumer. In fixing the octroi scale, 
he recommends that it is desirable, in taxing law commodities which arc 
necessaries, to tax those produced in large quantities in the vicinity of the 
local body concerned. , 

A. —Yes. 

Q. — You would like to have a thorough enquiry into these principles? • 

A.— Yes. 

Q.—Into the canons of octroi taxation ? 

A.— Yes. 

Q. — And see how far the schedules comply with them? v 

A. — Yes. 

Q. — Do you think it would be useful for two or three officers to consult in 
a matter of that sort?- 

A. — It might be so; but I myself am entirely confined to this province. 

Q . — Will it serve any useful purpose to summon a conference of officers who 
have studied the question of octroi taxation? 

A. — You will first have to make our officers study the question. 

Q . — If a duty were at penal rates, would it come to your notice? 

A. — Probably, but not necessarily. 

Q. — Can you tell us what was the reason for a particular tax being I'ut on 
the cloth trade at Etah? 

Dr. //i/der.—It is the head-quarters of the district. The rural population i 
take their supply from Etah. 

T/ie Presidrnt. But what special advantages do the doth merchants 

derive from the municipality so as to bring tlicrn under section 328 (2)? 

A. — I do not know. 

Q. — There is also the case of the brick burners. 

•j That was j)roliably done liy the Commissioner, flicy have got iinai 

powers except in the case of the cities. I do not IhinI: there was any refer- 
ence to Government about that. 

Q, Would you impose a maximum on iicccssiljes? 

-1 —I think probably it would be a good thing. When sdiedtdeS come tip 
fo Government, we donh allow lltcm to tax Iteyond a eertaui rate. Be aiwaj.s 
try to keep it down. 

O . — The tendency h.as liccn to relax control? 

J. — It lias been. 

Sir Perrii 77ioin pr'Ui. Q . — You say that octroi is (lie more |,np'.dar form o! 
indirect taxation because llie lesull.s of the new t:i.\ v-iu'c dtsajipoimmc. 



If any municipality wanted to convert terminal tax to octroi duty, can it 

-do ^0^ , , 

A —I know o£ one instance, tliat of Agra, wluch wanted a couple of years 
4 igo to go back to octroi Uhey were told that they must give the terminal tax 
a fair trial 


Dr Paranipyt —Which is the more producluo of the two’ 

4 — .J tliiiik there is very lullo m Jt There was an impression at one 
time that terminal tax would not pay 

Q— -When they nctualli got as mach as they got f^o^^ octroi, there must bo 
«ome other reason for then wanting octroi 
4 — I do not think the trade wants it 


Q — It is simpler for tlie trade 
1 — It does not seem to thmk st» 


Sir Percy 'Jhoinp'xn V— Then, il is really because they think— possibly 
ertoiieously — that an octroi would gwe mote revenue^ 

■1 —I think that is to some extent true I understand that Lucknow is try 
ing to gel nd of octroi 


Dr llyiltr And get on to a terminal tax* 

■1 — Some other kind of tax I have only heard it mentioned quite casually, 

It IS only a rumour Iho other day the lepiesentatives of the Merchants’ 
Association at Muiaflarnngar came to me and said that on the export of 
wheal they would pr-'fer to have an octroi instead of a terminal tax they 
prefer a tax in which they would get refunds in sj He of tlic inconvenience 

The Prtiuhnl Q— In other words, the terminal tax is operating as a 

transit duly* 

•I —Yes 

Dr Paranipi/e <? — Itns any municipality proposed the two together, ter 
tninal tax by rail and octroi by road ’ 

•/I— No, a terminal tax is always accompanied by a terminal toll As a 
matter of fact, we have practically got down to an octroi in some cases where 
the terminal toll a imposed at rat <-5 equivalent to tJie terminal lax rates If 
there la a railway station five miles away from the municipality, goods of 
high value and small I ulk could be profitably unloaded from tho railway and 
imported m carls which only paid the toll To stop this the toll is now 
levied on tho amounts imported in each cart not merely on the cart load 

The Presiileni <? — The terminal tax vanes with the class of goods, but 
the toil IS the same m all cases* 

A — It is not There are different classifications Two plans have been 
adopted under one, it is really a toll, but on carls containing particular 
classes of goods specially high rates are im|osed, under the other there js 
what is practically an octroi on certain classes of goods, that is, the tax is 
not on the vehicle but on the actual contents of the vehicle 
Q — Is that the normal thing * 

A —Yes 

Q — In the mattei of shifting from one tax to tho other, could you oxjham 
•the meaning of the rule in the Scheduled Taxis Rules which allows you to 
impose an octroi anywhere, but only a terminal tax on goods imported into a 
local prea in xshich an octroi was levied on or before the 6th July 1917* 

A - The Government of India wished to control -<nv extension of the 
terminal tax to towns in which an indncci fax was not m force 
Q — How do you find this, airangcment* 

4 —ft is a nuisiiue ^Wleneve^ we want to vary a terminal tax m a town 
which it was introduced with the sanction of the Government of India, we 
still have to apply for then sanction to the revision of the schedule 
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Q. — ^Whereas in the case of octroi, you can do anything you like’ 

4.— Yes. 

Q.—lt is an endeavour to retain control which has been abandoned?' 

A. — Yes. 

Q.— Have you any idea as to what proportion of the money collected from 
the. trader under the octroi system gets into the coffers of a municipality ? 

A. — I have no experience. ^ 

Sir Percy Thompson. ' Q.— Do you think you could check abuses in the le\w 
of octroi ? 

4.— It is very difficult; a great deal depends on the Octroi SuperintendenL 

The President. Q.— Would you modify your opinion that “for many years 
to come the octroi will remain the chief municipal tax of the province’*’, if 
official assessments of direct taxes were practicable? The South of India ’has 
had no octroi for generations. 

A. — People are certainly opposed to any form of direct taxation. 

Q . — If direct taxes were introduced, would they lead to riots? 

A. — No, but I rather doubt if j’ou could do it. 

Dr. Ryder. Q . — Would a direct tax, say a tax on houses, yield a large 
revenue ? 

A . — It is a question of the rates at which you levy the tax. 

Q . — You are familiar with the towns in the United Provinces. Take the 
smaller towns where direct taxes are imposed. There will only be a few 
houses, however high your rates may be. . ■ ' 

A. — The rates are pretty low. 

Q . — Regarding water-rate, you would make the services pay their way. 

The Hon'ble Sardar Jogendra Singh. Q. — Wliat about the tax on circum- 
stances and property ? 

A. — It is levied on incomes as low as Rs. 10 a month ; the tax on such 
incomes ,is so low as to be' really not woiili ler'ying. 

Q. — ^Your Municipalities are graded into first, second and third clastcs, 
aren’t they? 

d. — Yes, but not for general purposes, only for certain particular purposes. 

Q. — A notified area is an area in w'hich certain provisions of the Municipal 
Acts are in foi’ce? 

A. — Yes. 

The President. Q.—l rather thought from reading your Report on Muni- 
cipal Administration and Finances for the year 1922-23 that Government are 
disappointed about the future of municiiml administration. 

A. — I think to some extent they are. 

Q. — You say in the report that “municipal services wore usually rendered 
in tolerable fashion, but failed everywhere to reach a standard of really 
business-like efficiency.’’ 

A. — ^I think that is true. 

The Maharajadhiraja Bahadur of Btirdwan. Q. — Is not that true all ovei 
the country? 

A. — I don’t know. 

The Ron’ble Sardar Jogendra Singh. (?.— The position has not deteriorated. 

Is it not just the same as it was two or three years ago i 

A . — I do not think there has been any particular deterioration. 

The President. Q . — You say that the Cawnporc water snp7>ly })lant, beside.^ 
being very old and admittedly liable to a calamitous breakdown at 
moment, is unequal even to the present demand ; persons legally entitled t 
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lu.,150 conneclions havo been onalte to oUoi» 8 'Mi’. tlus ojinitiom ot llio 
tamiotemcot Ir.isl l.avo ten s*iac\a linrojinrf, mil tint (U <!<n«loiim<int ot 

tlis cil> lias been nnfsteil •ton t 5<>“ t''™! ‘j’"' " "1? ' r’S L / ’ 

mioviuon ot aufficienl tn-iea to nmU tho organiiation «i> cfliticnt tely 


1 — It 13 "v question of nioro money 
Pr rarnn;;^e (J— It la o question ot recoicnes 

I— Not entirelj, I ilo not Oimk tho coHcctiona aro non so bit! m Caun* 
pore 

TJt Prtsiihnt (?— \ou refer to one municipality m mIiicIi tho actual 
nnount duo is unlmoin, aa tho registers luiio not been totalled foi many 
yens , 

1 — l\l^t, IS BeM'w«‘s , It IS doing hotter now 
Q — ^\ou base no provision for surchargo* 

1 — UnfoTtumloly, v.e ha\ent 

Q — Has tho aurchaigo provision e'er Iwen suggested here* 
t — to my knQssItdge 

0— Do lou think It hi eJy that onythmg m the shape of direct taxes could 
he jiUiodufcd without xeiy strong pressmo from outsnJo^ 


J —I think It would neeil very great jressure 

C'— Is U not a fact that non agncuUur il Und is to a giett extent untaxed 
c thei Ij Government oi h> the locil hodica^ 

\ —I think thit « true 

1 1" lion lit 'smhtr J jti Ira ''•njl <^— His a jers n ishu 1 uiUls a house 
on 1 piece of land any eaiacivy to tay a tA\ in idditim to what he p%ya at 
tent^ 


£} » I'reiilent Q — Tho i limnistiition of na ul Imds is hinded over to 
tl 0 n unicipahtiea is full ccoioimc icni oxtratied foi such lands'' 

4 —I doubt if It IS 


ffie //on fife ^anlar Jojtuitt Ijinjh </— \o ui lands have a charge on 
Iheni when iliey ate allosed to lo built over’ 

I —Theia is a rent charged 


Tlir I reti lent Suiqiose Goscrnmcnl were administering them direct 
instead of handing them over to tho municvpaUtics, Govemment would prob 
ably realized more from them than tho municipalities now do 

4 —Po sibly so I do not think there has realty been any attempt to ex 
tract the full potential income The rules are rather lenient to the lessee, 
thev allow for a ^0 veaix lease with renewals at SO years and the condition 
that the lent at renewal shall not he raised hy more than 50 pec cent 

Dr Ilyiler Q — \ie not these na^ut lands made over for the use of 
<olleges’ 

1—In leruvn cases If a piece of no uf land is Wanted for some public 
purjose it IS generally made over free 


<!(r Percj TAvinpinn <2 — AgncuUuial land continues to be assessed to 
land revenue at agricultural rates, although it has increased in value twenty 
times In such a case does the mumcipahly get any part of the increase’'^ 
4 — Not of the potential value 


rigrmuUoral land which comes invo a towq, and is huill over, does not belom? 

S“xrr‘:, ^ 


2 H 
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The President. Q . — There are a considerable number of wealthy absentee- 
house-owners, as in Benares, who pay practically nothing or very little towards 
the municipal revenue? 

A. — Probably there are. 

The Hon’ hie Sardar Jogendra Singh.— 1 have some houses in which I do 
not live. I pay a house tax. I do not get any exemption. There is no ex- 
emption so far as I know. 

The President. Q. — Is there a house tax in Benares? ' 

A. — There is. 

Q - — You have no maximum on the taxation of the necessities consumed 
by the poor ; hut you have a maximum on those taxes paid by the rich man ’ 

Yes. 

Q. — What is the maximum for profession tax ? 

A. — It varies in each case ; there is no statutory maximum. 

Q. — You have nothing running up to a thousand rupees? 

A. — I do not think so. 

Q. — There is no taxation of companies? 

A. — Not as such; only a tax on circumstances and propert}’- or on trades. 

Q. — ^What would a big cotton mill in the middle of Benares pay? 

A. — A house tax. 

Q. — It would undoubtedly use the municipal services. Would it imy a 
special rate for the water w'hich it takes? 

A. — I think the mill would be metered. 

(3.— Under District Boards there is a deficit of 27 lakhs of rupees. How 
does that arise? 

Their income has not gone up, but the cost of their services has. 

(2.— -Do they budget for deficits? ^ 

A — -Vac: 
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Q>~How IS Vhe deficrvV x>i 2T UWhs met^ 


^ —Yrtim the balances 

Q-Yout Tcpoit tOT 1952 23 aajs that ‘ 

191819 %vas by ^25 converted mio U»e beivy deficit ol 27 labhs. Is tbere. 
BtiU » balance’ 


A —The District Boards had a iair^ Utge balance a few years ago 
Q— YJbat IS tbm system o! banhing’ 


A —They bank with the treasury 

Q— The District Boards are heading straighl to bankruptcy* 

^ ^Yes' and I must say that to some extent Oovcritmcnl are partly res 
ponsible for it Education is tlm chief item they are spcnfling money upon, 
and they cannot retrenx-h on that 

Sir Percy TAompsan Q~AU Boards can get on if they raise the assess 
ment and impose fresh taxation’ 

A —Their immediate needs would bo fully met 


Have any boards imposed additional taxation’ 

A —A few of them haio sent up proposals to impose a tax on circumstances 
and property 

(2 —Tour view seems to be that the District Boards liavo too much to do’ 


A —I think in sown respects they have loo much to do I do not think 
that ’Public Health' should be treated as a local subject 

Q— Do you think that Education’ should’ 

A —I am rather doubtful about it But 1 have nothing to do wilh cduca 
lion, the Education Department deals direct with District Boards, not 
through the Local Self Government Department 

The Preetdent (?— Mr Blunt has given ns a note on tho general finsnces 
of the province in which he says that the whole sv'iom is incapuhlo of sdeiiuato 
expansion, and the tiro reserve taxes woofd bo dilTicuH to impose and collect 
I take It that this does hoi so much apply to Local Belt Government Both 
District Boards and ilanicipahlics hove considerable reserve powers, they 
have only to exercise them’ 


A — Municipalities have, but not District Boards 

Q —Has any estimnte been made «s to what the tax on circumstances 
and property would yield ’ 

A —I do not think any estimate is possible U has been BUggested that it 
might yield, say, about 7 lakhs lor the whole province Bat it is only a guess 

The BoiilU Sardnr Jogendra Singh What is the average size of a 
district in the province’ ^ yt » 

A —On the average i* has a population of about a mlUion 

Q — What is the imome of an average District Board’ 

A — From 2 to 6 lakhs of rupees 

Q — And what would he the share of such a distriM tmyy, ♦!,- 
»d property l.Urr, th. 7 Mlrr !.r ^ 

A —There are 48 aistricts, it would bo lesa than Bs 15,000. 
beuIr'lUS'ifi" evep foy 


A — I don’t think it worild. 


2 h2 
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The President. Q.—Yon talk of a tax on vehicles; ivoitld it he a toll? 

That has been suggested^ but I do not see how yon could levy a toll. 

Q'—I am not yecommending the system, but a very large income is derived 
irom tolls in Madras. 

■4. It may be possible, but no feasible method of collection has been sug- 
gested here. 

Dr. Paranj'pye. Q. — ^What about ferries? 

4. — We already have a tax on those. 

The Hon’ble Sardar Jogendra Singh. Q. — Have you considered Ihe ques- 
tion of making railways contribute for maintaining feeder metalled roads? 

A.. — That has been suggested, but not considered. 

Q-~Do you think it would be iJossible to obtain such a contribution from 
the railways? . 

A . — I do not know. 

The President. Q. — Are your takings from ferries earmarked for the 
construction of bridges ? 

A. — No. 

Q. — Don’t they tend to become a tax on transit? 

A. — They are a tax on transit to some extent. 

Q. — You take advantage of the river and levy a toll on ferries? 

A. — Yes. The i^ortion of tlie income wliich is a transit due is not very higli 
and the rest is. utilized to maintain the fei'ry. 

Q. — You said that you liad considered levying a tax on vehicles; would 
there be any difficulty in collecting it? 

A. — I think there would be. 

Q. — In order to an’ive at a comparison between the provinces of the 
extent of local taxation, we find very great difficulty in eliminating subsidies, 
direct and indirect, because the services performed in each province arc 
different. We suggest that we should take the ^total oxiicndituro of all the 
services that are common and find out what percentage is borne to the total 
expenditui'e by the taxes levied by the local bodies so as to eliminate the 
subsidies. Do you agree with this? 

A. — I think it is a very good idea. I do not know any other way of doing 
it. ‘ 

Q . — We find there is so much indirect subsidy. 

A. — Yes, thei’c is a certain amount of it even in this province. 

Dr. Paranjjnjc. Q. — You suggest that some of the work of lliOf' Boards 
should be taken away from them. What work do you mean? 

A. — Chiefly public health work. 

Q. — What else would you take away? Vaccination? 

A . — Possibly vaccination. 

C).— What else? 

.-I. — What is required in the rural areas in public health is education of (ho 
people in sanitary ideas. 

<?.“So that you will talie away education from their hands? 

A . — I did not mean general education, hut education in hygiene. 
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^—Do not the Boatils ilo anything m Ih-il wayT 

^ _^Ve iiave \ntrocluc«-(\ a distnftt "health scheme m a few <hstncts This 
scheme piovtAes the necessaiy staR \tv tlw shape o£ dialttct health oflicers 

Dr Ilyihr Q — ^"iou are going to fiDDncc these schemes from provincial 
revenues^ 

A —Tes la my opinion Oio schemes would worh more efiicicntly and heUet 
i! they were made provincial 

<2— Do the Boards gj in for secondary education' 

A — ^WilU permission, hot they only make a small contribufion 

Q — ^What would jou saj to taking away education from the Boards and 
having managing bodies, ad Aoc' 

A — Education IS a subject which I have never dealt with at all ami I really 
do not know to wlnt extent the education of the country is advanced fy the 
boards, but I am inclined to agreo that it would probably bo a good thing 

Q — ^\oQ don t think that jour Council would help you m getting the Dis 
trict Boards to work better"' 

d— No Thft present tendency is to side with the Boards 

Tht PrttiUrd 9~IIave vou read (ho Bengal Bctrenchment Committees 
Report ' 

A. —I have not 

Q^Their proposition wa^ that because the Jonl bodies have a lot of room 
for taxation and the resources of the Government have been exhausted a 
number of services should be transferred from the Government to th© local 
should bo asked to raise funds 'konT ptopossV is opposite 


A —It 13 
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'The Pi csidG^nt, Q, You talk of a tax on voliiclos^ would it Tdg ^ toll? 

4. — That has been suggested, but I do not see how you could le^'^ ^ 

Q . — I am not recommending the system, but a very large incom^ derived 
from tolls in Madras. 

.4. — It may be possible, but no feasible method of collection ha® ^*^5' 

gested here. 

Dr. Paranj-pye. Q . — ^What about ferries? 

A . — ^We already have a tax on those. 

The Hori'hle Sartlar Joyendra Singh. Q. — Have you considered , ques- 
tion of making railways contribute for maintaining feeder metalleP . 

A. — That has been suggested, but not considered. 

Q - — Do you think it would be possible to obtain such a contri'^^*^*®*^ fiom 
the railways ? , 

A. — I do not knoAV. 

The President. Q. — Are your takings from ferries earmarke'd 
construction of bridges ? 

A.— No. 

Q. — Don’t they tend to become a tax on transit? 

A, — They are a tax on transit to some extent. 

Q. — You take advantage of the river and levy a toll on ferric®' 

A. — Yes. The portion of the income which is a transit due is nd^ 
and the rest is, utilized to maintain the ferry. 

Q . — You said that you had considered levying a tax on vchiP^*^®' "'ould 
there be anj' difficulty in collecting it? 

A. — I think there Avould be. 

Q . — In order to arrive at a comparison between the proviP^*^® 
extent of local taxation, we find very great difficulty in pliminatinjS fP’’ ' ’ 

direct and indirect, because the services performed in each p ij „ 

different. We suggest that we should take the total expenditure ° 
services that are common and find out what percentage is borne 
expenditui'e by the taxes levied by the local bodies so as to or"* *’ 
subsidies. Do you agiee with this? 

A . — I think it is a very good idea. I do not know any other w**^ doing 
it. ' 

Q . — We find thei’C is so mucli indirect subsidy. 

A. — Yes, there is a certain amount of it even in this province' 

Dr. Paranjpyc. Q. — You suggest that .some of tlic work of 
should be taken away from them. What work do you mean? 

.1. — Chiefly public health work. 

4 

Q. — ^Y4iat else would you take away? Vaccination? 

A . — Possibly vaccination. ?» 

0.— What else? ; 

.1. — ^What is required in the rural areas in jmblic ho.alth is educ 
pcoi)le in sanitaty ideas. 

^.~So that you will take away education from their bands? 

A . — 1 did not mean general education, but education in hygiei' 
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23rd February 13^5. 

Lucknow* 


Pj^tSCfT 

Sir CllARiES ToDifLSTra, I\ C S I , I C S > President 

Sit B.m ClU^D Mhitib, GCIE, KCSI, IOM, MahBr.jsal.Mja 

Bahadur ol Butdwan 
Sir PERCV TnoJiMov, IC.B E , C C 
Tho Hon hie Satdar JocBsont Stsan 
Dr R P PAnxMPVE. 

Dr L K niDEi*> D A 

■Sheikh HABIB ULliAH Sahib Bahadur aud Seth BISHESH- 
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V/nt*en memorandum ol the British Indian Association, OjCh. 

^ Z~Tbe statistics are neither adeqaaie nor reliable 
<3 J— Ties, v.e agree 

Q 15 —We agree to the plans mentioned in part (1) and also la part (4) 
if nracticabie 
Q IB —No 

Q ir— The Tenancy Lanr provides that no statntory tights -will acerne cii 
such lands until alter the expiry of 14 years from the data of their first 
being brought under cultivation 

Q St — Indirect taxation should be regarded as voluntary m some cases 
Q SS —Indirect taxation on luxuries is voluntary as the tax payer has the 
-option to indulge m luxuries It is involnntary la the case of articles of 
necessity 

Q S?4. — opposed to a tax on railway tickets Special forms of eiter* 
tainments may be taxed, sneb as hotel dances, uieaires, etc 
Q 27 — Tes, almost everybody already pays 
Q SS — ^Tes, the question is one of limit 
Q S9 — Direct tax in the case of Tepresentation. 

^ 7i — No, we would follow the English practice 

Q 88 — No, we are not m favour of the removal of the exemption We will 
nulre no distinction between the actual earning of & farmer and the income 
•oz 3 landlord 


an enormous 


Q S9 —The estimate is exaggerated but there is no doubt that m 
sum o± several crores of rupees conld be realised by introducing the double 
■tax sptera which the suggestion of assessing tar on zneome det 
Agriculture practically leads to 

Q },0 — ride answer to question No 39 
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Q. ]flf . — Tax free securities should not be discouraged. 

Q- • — We would favour the taxation on the basis of 3 j’ears average. 

Q. J/S . — The quotations mentioned contain useful and practical hints for the- 
levy of taxation. 

Q. Ifi. — Cartridges, chocolates, motor cars, coffee, perfumery, plajnng-cards, 
pleasure vessels, saccharine, and tobacco may conveniently be treated as a class 
of articles fit for excise duty. 

Q. 50. — The answer is in the affirmative. A higher rate of tax should bo 
fixed for better class of drinks and smokes. 

Q- 51. — ^We quite agree with the opinion expressed in this extract. 

Q. 52. — We accept the statement. 

Q. 5S. — It is high. 

Q. 51 ^. — We would advocate an extension of direct sale of salt by Government. 

Q. 56. — ^We are in favour of protective duty. India as a whole should be 
the paramount factor in such cases. 

Q. 5S. — ^We would advocate the enforcement of the sale of salt by weight. 

Q. 59. — We are in favour of action on this line. 

Q. 60. — It is desirable and may be found practicable. 

Q. No. 

Q. 63. — We accept all of the statements to a very great degree. 

Q. 61f. — The policy falls short. 

Q. 65. — It ought to be possible to have a uniformitj' of rale in various 
provinces. 

Q. 6S.- -No. ' 

C- 'il. — Yes, there is sufficient reason. 

Q. 78. — The tariff imposed for revenue purposes should be confined to a few 
and not to all. 

Q. S2. — Export duty of jute and lac will be desirable. ^ 

Q. 95. — ^We would prefer to see a more general extension of the enlcrlain- 
ments tax. ’ 

Q. 96. — ^Eent is an income derived for the occupation of something by owners 
from occupants. Tax is a compulsory contribution imposed for the purpose 
of carrying on works of public utility by a body or administration legally 
authorised to do so. Kent may be used for private as well as for public 
purposes, while tax can only bo used for public benefit. 

It comes under either category. Where the Crown or Government gets the 
land revenue from the occupiers direct it is in the form of rent, but where 
the revenue is taken from the owner of the land it is a tax. 

Q. 97. — It is to a very great extent. 

Q. 98 . — We quite agree. 

Q. 99. — Yes, if a standard is fixed of the, prices of various kinds of produce 
of land. 

Q. 100. — Agricultural income should not be assessable to an income-tax. 

Q. 101. — ^We do not approve of this. 

Q. No. 

Q. lOJf . — We would accept clause 4 as a fair method of arri%*ing at the 
. comparative incidence of land revenue in different provinces. 

Q. 105. — ^Revenue bo assessed on minerals to the same extent as on the 
agriculture. 

Q. 109. — The remark about the octroi duty is correct. 

But it is the only form of municipal ‘ax which people do not very much 
feel, especially in small municipalities where tiicrd is no special trade or 
'' commerce. Experience shows that it is so difficult to be replaced by any direct 
taxation. 
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sniTcS vs 

Ics Tlie OWIIM IS nUo lo shilt lli« bntdcn oi IU« tax on to Ibo 

occupier 

Q JIJ—Yes, ive agree 
Q 122 — Yes, these can bo the means 

e I?5— Wo ^^ou\d prefer the meUiod suggested m paragraph 1 of question 
ISt. 122. 

Q 12i -^We advocate no limitation 

Q /y5— Rates should ho fixed basing regard to the productive poser of 
soils m the various localities 
Q ’20 —Yes 

Q /j7 'The rates should be sucli as lo enable the local msnufsctmo to 

»U cheaper than the imported 

Q JS7 —There should bo no duty on mlicntance or iucce»5ion 


Sheikh Hah* Ullah Sahib and Selh Bisbeshwar Daya) Sahib gave era) evidence as 
follows 

TAe President 9— "iou represent the British Indiin Assocntion Oudb* 

A —Yes 

<2— Would you mind telling us the functions of that Association’ 

A —It IS a very old Assocnlion otigin-vUv started to support &U movements 
of a public nature l/ia members ate all lauded proprietors and there 13 an 
Act uuder wlucli each talukdir has to pay \ certain percentage of his land 
revenue as a subscription of the Association It is a sort of local ceM and tho 
amount so collected is utilised for the maintenance of the Association and the 
Cantung College here 

TAe l/aAarc;adAirn/fl Bahadur of Durduan One of the qualifications foi 

the membership of the Association is that vou must haso landed property’ 

A — He must be a talukdar holding a sannef The zammdar is a landholder, 
whereas a talukdar is a land owner 

Dr llydtT Q — Is that ncceptcd by the zamindars of Agra’ * 

A — We are the landf/uners Chat js mentioned in the Act and that 
IS according to the sonad ubicb is gnen to us and which is a sort of charter 

T/ie President Q — What is the rate of cess that you pay’ 

A — It IS about i per cent on the land revenue for the British Indian 
Association 

O—What IS the amount of your annual collection’ 

A —About Rs 70 000 I am not very accurate We pay % per cent towards 
maintenance o! the Canning College We wiU also send you a copy of the rides 
snowing the aims and objects of our Association 

Dr Parcmjpye Q — Is every talukdar a member’ 

A — les He becomes a member becaoso ho has to pay the subscription under 
the Act Only the talukdars can be members But others also can be honorary 
and additional members For instance. Sir Horcourt Butler was one such member 
ftionoTary) 

S"4e J/oJomjiKflirojo BoS«3»f oj Sardaxm Supposing 8 tslutdat does 
cot want to be a member’ » * o 


pay the sabsenptma We had an enactment passed 
recently in the Legislative Council to the effect that every talukdar has to pay 
o cess toTOrds the Tnaintenance of the Association and the College, and about 
Talukda matters connected with it, ife is left to the Council S 



Q. If If .. — ^Tax free securities should not be discouraged. 

Q- If ! ~ — We would favour tlie taxation on the basis of 3 years average. 

Q. ]f8 . — The quotations mentioned contain useful and practical hints t 
levy of taxation. 

Q. If9. — Cartridges, chocolates, motor cars, coffee, perfumery, play 
pleasure vessels, saccharine, and tobacco may conveniently be treated 
of articles fit for excise duty. 

Q. 50. — The answer is in the affirmative. A higher rate of t" 
fixed for better class of drinks and smokes. 

Q. 51. — We quite agree with the opinion expressed in this ext' 

Q. 52. — ^We accept the statement. 

Q. 53. — It is high. 

Q. 5Jf. — ^Vi^e would advocate an extension of direct sale of 

Q. 56. — We are in favour of protective dutj'. India 
the paramount factor in such cases. 

Q. 5S. — We would advocate the enforcement of the s 
Q. 59. — We are in favour of action on this line. 

Q. 60. — It is desirable and may be found practic 
Q. fff.— No. 

Q. 63. — -We accept all of the statements to a i 
Q. 6]f. — ^The policy falls short. 

Q. 65- — It ought to be possible to have 
provinces. 
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'il. — ^Yes, there is sufficient reason 
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Q. 97. — It is to 
Q. 98. — ^We qu' 

Q. 99. — ^Yes, i' 
of land. 

Q. 100.— A< 

Q. 101.—^ 

Q. 102.- 
Q. 10’ 

comparative nn. 

Q. 105. — Revenue 
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Q. 109. — The remark ab( 

But it is the only form of 
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commerce. Experience shows that n, 
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O-Witn a t.oIdmR falls m after tho dntli of a tenant, to what extent 
«av \nv«4s6 the rcat^ 
t — DnUmitcl 

Q— VTould >ou tahe an miUmiled increa«e on oceount on tho jmprovomentaT 
d_The whole question )s th« As regards rnlnncomcnt 
theUns of imnmenie.h I Inseoluadj ss„l that sse ran eWim 6 or 7 P«- 
00 the amount Sn\pste<l As for mir demanding Imiher wo nre subject to tho 
scrutiny of tl o Courts 

0 — That IS «, tlunnc the tenants of a partirnlar mdiMdual \\hon the 
leninci fills m on the .hitli of the iidisiflHd ire son not ijJlowrd to iiwreiso 
the rent to an\ /ttenk son Jihc* If there w rompetition for hml, wo»l'l yon 
not Rive it to the IiirIip t 1 idder"* 

1 ~I am sorrs to sis that j>ric‘jei) e\per«ei>re is required to answer Ibis. 
Vr da rot us'e land on tlu of <ompei«tin‘ Anshodv who does do 

<0 rams himself and rums the tenantry \\e want a hstmg mcomo from tha 
nlb^s If we begin to gi\e the land on eoiupet tiott some h«u inij fetch three 
times IS Tuch ns it does now Rut the '■isull wiU Ic that the ttomt, vj'U leasr® 
de vill gc in three sears 

Di- Zftffrr Q — Where cm he po^ He cm go to mother Mlhgc 

I —lie can go to i fictorj or a radwij * 

(3 — \ie there nns factories’ 

1 —Lots of them On to a Mllige md sou will find sctcrnl mills Libonr 
h petting \er\ ife-ir no\ It »s a- 0 p«r div lh« temnt is not so luppv 
Si lie u'-ed to ho tni 'C'ir> igo \le his gii ix pi\ f r the Wloiir and every 
thing else 

TAe ffoa'ife Sardcr /ogrndia Sinjh Q — Does not tha Rent Act govern ad 
incrrinenU’ 

f— We ein take enhancement after i dritli There is no limitalioi to 
that But if anv rMrnndir tries to riel rent or <reit< iompilituiii he is Unshed 
^ery aoon He s ill not do it 

Ifr //rjiifr <J~W«c iiftt the agrari-vn truwHes >n Ondh dne to ymIc renting* 
J — Tint W1S due to etcessite demands outside the rent They imposed 
what they called tie* in arhlition to the 'ciit There wis the fear of ejectment 
ill those dajs they had the power to eject Whit they used to do is this. Thev 
would say ‘it joa don t pav us this money we will eject you ' That was the 
couM for the tronhlo end tint is gone now Besides there were also poUUcal 
Teajoos. They were under some political influence 

non’hle SarJnr Jojentira Stnyh t? — Do \oa fwQut the fixing of water 
rate ior a period of 30 >eirs or revise it every 5 v ears’ 

■^^fhe canal like evc-'j other undertikmg is subject to etpendilure Sop- 
T til labour is increased and the ujweep of the cnnils becomes deirer, 

tninfc I would favour tho idea of revision after a period of ten years 
you Rive us an idev of ^bat irrigation from a wcU costs’ 
d About II3 4 8-0 per sere 

5fr Percy Thom-pfon Q*— Is that the total cost of taking the water’ 

the cost of labour It does not include the upkeep of bullocks 
and other things 

come to, including labour and the upkeep of 
aerrw .11 amount winch a ptudent man will charge taking into 

“cconnfc all the circumstances? ® 

d —-I think ive can odd 50 per cent to the figure I have given 
That IS about Rs 7 

^nfarai" '’mte “P™ **" '““''V Smnelmes it ,s difficolt to get 

-.tto they 



492 


4- — You can’t have wells everywhere. Another chief reason is that it require* 
capital to construct a well. 

Dt. Hyder. Q. — ^Which is better, well irrigation or canal irrigation? 

.4. — Certainly well irrigation is by far the better. The canal sometimes 
brings a lot of silt and sand which deteriorates the land. 

Q - — ^Does not the silt fertilise tlie land? 

A. — Sometimes it does. But generally you don't get good silt and a Jot of 
sand is also brought. 

Q - — In answer to Q. 16 you say that the State is not entitled to take a por- 
tion of the increase in the value due to irrigation. Suppose there takes place 
an increase in value for which the parties concerned do nothing. The scheme 
is undertaken at the expense of the general taxpayer and it benefits certain 
classes who do nothing whatever to earn the increase. Do you not think it is 
equitable that the general tax-payer should get back a portion of the increase 
that takes place in the value of the land? 

A. — ^Does he not get the interest? ' 

Q. — The scheme may simply pay its way. Don’t you want to take more in 
proportion to the increase in value? 

A. — ^You mean a betterment tax? 

<2-— Yes. ' , 

A. — How can you do that? All the land is subject to temporary settlement. 
Supposing the land is brouglit under irrigation for the first time. Irrigation is 
not the only factor in improvement; there ai’e lots of other things. Other im- 
provements will become necessary and the tenant has got to spend money rn 
them; and whatever increase is got eventually through the irrigation, something 
is taken by means of enhanced land revenue, 

Q. — ^What are the other improvements which are made by the cultivator? 

A. — I believe jmu have seen fields which are irrigated and fields which are 
not irrigated. In the irrigated fields they have got to keep a certain level 
so that water might run from one field to another. 

Dr. Paranj'pyc. Q. — ^You mean to say that the portion of the increase has to 
be ascribed to the levelling of the ground? 

A. — I say the tenant has to undergo much trouble. I don’t deny that irri- 
gation does better the land; but all that I say is that the improvement that he 
gets is onlj’’ temporary. The improvement which is made in the land eventually 
goes to the Government and the land revenue is increased. Besides, develop- 
ment of agriculture is one of the duties of the State. What you suggest is a 
sort of tax on the valuation and whenever the valuation is increased you want to 
increase the tax. This is against all principles. 

Q. — It is not against all principles, - because nothing has been done by the 
landed classes to earn this increase. It has been done b,v the expenditure of the 
State’s money and the State is entitled to get its share in the shape of an in- 
crease in the land revenue. 

T/ie Hon'hle Sardar Jogendra SingJi. Q. — Are not the majority of the general 
taxpayers agriculturists ? 

A. — ^Yes. 

(2,- — Is not the greater portion of the capital paid by the agriculturists? 

A. — ^Ycs. 

Sir Percy Thom'pson. Q. — ^You say that capital is provided by the agricul- 
turists who form the majority of the general taxpayer.s. But tjierc arc t'V'i 
classes of agriculturists — those who get the benefit of the water and 
who do not get the benefit of the water. Your arcunient comes to ttnX thaf 
those who do not take water should pay for those who take water. Is i_t right 
that the general taxpayer who does not got wate.'- should pay the capital in- 
vested and those special cultivators who reap the benefit of that water .snoiti 
get a greater return without additional payment-? 

A . — ^What I understand is this. The tenant gets the direct benefit '’**1 
it. The land owner is the person who has contributed to the funds in pu- 
up the canal and all that. He should also get the benefit. So let both gc- 
benefit. 
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Q — 1 point was made tint the funds for piovidmg these irrigation ^orks 
i\ere paid by the geneiat tixpayer and the mass of the ta'spayets are agnciit* 
-turists Iherefore it is but fair that the agriculturists should put into their 
own pockets the benefits derived from these irrigation Morks The question I 
put to jou IS this Uiero are tno classes of agriculturists who form the body 
of the faspajers There aro a number of agriculturists who happen to be 
favourably placed and who get the benefit of this water There are others who 
do not get the benefit of this wite>* Is it right that the first set of agriculturists 
who get the benefit of the water should bo able to get the benefit of the whole 
jncrejjient with the other agriculturists who do not get the benefit of the water 
have to pay the piper' 

■1 — They have also to pay water charges 
Q — The productive capacity of the land goes up 

4— 'Vs I said it IS but temporary We are subjected to temporary settle 
ments These settlements can he made progressive 

0— If the income on a particuK'- piece of land is Es 100. on the basis of half 
the assets the land revenue will he Us SO Supposing as a result of the irriga- 
tion scheme the value of the yield goes up fiom Rs 100 to Rs 300 after paying 
the fired water charges on the basis of half the assets Government will take, 
instead of Rs 50 Rs 150 The increment of Rs 200 is divided between the land 
owner and the Government half and half I am not saying that »t is not fair But 
what r wi<!h to protest against is the suggestion that because the money for the 
inication works is contributed bv the agncuHurisi, on that basis alone the land 
lord IS entitled to pocket tlic whole 

4— Taking from a ommercial point of view the system may be correct 
But the whole system is not 1 ased on that 

Tht Utm’hh Sardar Jogt-nilra Smjk Q— In really well favoured areas where 
rainfall is good vou do not need anv irrigation at al] They have been protest- 
ing against the Sarda canal So the question of the increase of land revenne 
does not at all arise In other cases people provide money for irrigation pur- 
poses and equalise the benefit 

1 — Tliat IS anothc way of looking at H 

Dt IlydrT V\ill vou please eaplam your answer to question 17’ Ton 
say indirect taxation should be regarded as voluntary 1 ask you to state exactly 
the items you regard as voluntary If your Association gives on entertainment, 
fireworks illumination etc arc they to be regarded as voluntary’ 

4 —There is option 

Q — Toil would not regard a tax on the bread of the poor as voluntary’ 
d — ^It 13 a matter of necessity 

Tou would make that d slmction’ 

A — Tes 

TKi President Q —Would you regard drink as voluntary or compulsory' 

4 — It IS a luxury tax, I am afraid 
Q — Opium ’ 

4 —I think it 15 a luxury 
Q-Gan-ja and l/iany’ 

4 — They aro all luxuries 
Q— Betel’ ' 

4 —Everything 
Q —Litigation’ 

4 —Well that cannot be luxury, jt is a tax on an act 

Dr EydiT Q —Is tobacco a luxury to tbe peasant’ 

4 — It IS not necessa’-y • % 

0— Do peasants chew tobacco’ 

4 -Thty can viithoat it Those who can eHoid it can use it It „ » 
luxury 

e-You scant hotels dances theatres, etc , to be taied Don't you 
that will fall on one class of people’ 
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•4. In cases where they don’t issae tickets, I would not charge, ^ 

Q- Taxation on one particular class, whether European or Indian, is not 
very desirable. 

■4. — The richer class may be taxed and not the poorer classes. If the poorer 
classes are taxed further they will be put to very great hardship. We have in. 
mind entei’tainments which are mere enjoyments; theatres being an instance in 
point. 

y/i.c- President. Q. — ^Not of course the social functions and p.^vate functions. 
A. — I mean functions for which there is a charge. 

Q. — ^W^ould you tax everybody who is registered as a voter? 

A. — One who pays tax ought to be registered as voter. 

Q. — Not the other way? 

A. — It will be the same. . We want property franchise. We do not want 
manhood franchise. 

Dr. _ Paranj'pye. Q. — ^Would you not allow representation to a man who pays 
an indirect tax to Government? 

A. — ^Representation should always be based on direct taxation. 

The President. Q. — Do you count land revenue as a tax? 

A. — ^Yes, it is. If it is not, what else is it? 

Dr. Uyder. Q. — ^What is the qualification for a tenant in order to enable him 
to vote? 

A. — certain amount of money. Most probably Rs. 50 for the provincial 
Council. 

Q. — Don’t you think that is rather a high limit? 

A. — ^^Vell, it may be found high. As the present franchise has recently been 
introduced it may be too early to cliange it. 

The President. Q. — ^Does the tenant pay land tax ? « 

A.— Yes. 

Q. — Is it not the landlord? 

A. — ^The basis is the same. The tenant is also a voter. 

He does not pay tax. 

A. — His franchise is based on the rent he pays. 

Dr. Paranj'pye. Q. — He does not pay to the State and so he should not have 
representation according to yow theory. 

— ^WTiy not? If you define tax as a contribution that is paid to Govern- 
ment, then he will come in. After all, the burden falls on him, 

Q. — In indirect taxation is it also the same' thing? 

A. — But there you have many practical difiicultic.s and there will bo much 
uncertainty. In this case there null be no dilficnlty in a.sccrtnining the ta.v. 

Sir Percy Thompson. Q . — ^What are your reasons for preferring the English 
system' of income-tax? 

A. — ^We recommend the English .system because there is the sy.stem of nhate- 
monts tiiere. We would like that system introduced here also. OtherwiEo wc 
are not keen about that. 

Q . — Is it not reducing the rate? 

A. — The rate will not depend on this only. It will depend upon the national 
wealth of the country. 

Q. — ^Tf your rates arc graduated, being low in the case of the small incomes 
and high in the case of the high incomes, it produces vc.'-y much the E.wne 
effect a.s giving an nbatement and charging a standard rate, 

A. — Don’t you think then that between two people with equal incomes the 
one who has to support a large family would fool the strain greater than the 
one who ha.s to support a lesser number of people? 
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Q —There are tuo systenu, one m England and nnotlicr m India To charge 
a small rate for the small income rnd a high tate for a higher income as \ou do 
I'l India, does it not produce the same effect as giving abatements in England i 
in the case of small incomes^ 

A —That 13 vTitli regard to the fOar and Ac rich class Tahing men of equal 
means if you introduce abatements it wiH l»e more equitable 

Q — What do jou mean by abatement*^ Is it an allowance for family ex- 
penses^ 

A —Yes 

Q — How far would jou proceed’ 

4 — I cannot gu« figures I leave that to you 
Q — T'taoticnWy everyhody in India vs married 
A — Yes 

Q — In England quilo a large number of people who are not majried pay 
income tax 

^1 — -It js not necessary that you follow exactly the same system here You 
can introduce it with the necessary changes to suit the local conditions 
Q — ^Hoir would you work it’ 

A — I cannot stale any exact method * 

Q — ^Would you give allowance for all dependants’ 

A -—Yes 

<2— Even though he has neither wifc\nor children, an allowance should be 
gvvan 

•1 —There will of course l>e some difficulty I am not keen about it If it 
is practicable, you may follow it with some modifications as it will be very 
deawable 

Q— Are you fo- exemption of agricultural incomes’ 

<t— Yes If YOU bake the view that land revenue is a tax I agree with the 
Case tor exemption of agricultural incomes 

Q— Ate you quite 8u*e that land revenue is not rent’ 

A —It 18 A tax surely I might refer to you the arguments advanced by 
Baden Bov ell winch ate quite eound Economists confuse ibis point In Eng 
land there is no system of land revenue There JS the system of land raluaties 
Q — I do not ag^ee with your definition of a tax Would you call the rata 
taued for the purpose of supplying water a tax’ 

A — Certainly it is water rate 

Q —You distinguish landowners and landholders I should like to know under 
what category the representatives of the Bnlivh Indian Associanon come’ 

4 — That Is the crux of the whole question If you treat us as landowners— 
absolute proprietors of land — the payment js a txi 

Q — Is your proprietorship on condition of youc paying land revenue’ 

4— No 

Q — ^What will happen to you if you don’t pay land revenue’ 

A — The point is this The condition that you must pay land revenue does 
not take away the proprietorship 

<3 — Is not your right of ownership conditional on the payment of land revenue’ 

A — That does not take away the proprietary right m the least 
Q — It IS true it carries with it certain nghts, it does not carry unlimited 
rights Unless you have got unconditional proprietary right, it is subject to th# 
payment of land revenue 

A — ^May I know a case where a person can call himself absolute proprietor 
of anything’ 

Q — In the English system Ae owner of land is subject to no condition Is 
not the land tax a payment for Ae use of a valuable asset’ 

4 — We can use words metaphorieally But the whole thing is this From 
your point of view we have got the nse of thw land and we have to pay the- 
neavvest return that no commercial concern pays to Governments 
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Dr. Paranj'pyd. Q.— Do you wish to differentiate your position as land- 
.«oncerned? Payment of income-tax or profits of agricultural income is 

A . — Certainly not. ' 

p- Supposing yoiir claim was accepted we have to make a distinction between 
landowners and landholders. 


/I. I do not want to make a distinction. Wo have put forward our case. 
Let them put forwa,'-d their case. 

Q.— In the case of the ordinary landholders, would it be right to tax the 
profits of agriculture ? 

A. — No. I do not think. The landowner has invested capital and pavs heavily, 
on that return. The value of land is the dearest of any thing in India. You 
can invest in securities at 5^ and 6 per cent. ; hut the investment in land brings 
in only 3^ per cent. 

T7i?. President. Q . — ^Assuming that land revenue is a tax, does it comply 
with the principles of taxation? Tor instance, one of the modern principles is 
“that a 'tax must be progressive. Do you compare yourself with a person who 
has invested money m a commercial undertaking? If so, they are assessed 
according to their income. 

A . — That is done. here also, by way of revision of settlements. 

Q- — Income-tax is progressive in the sense that if your income is above 
Es. 5,000 you are charged a particular rate and so on. 

A . — That is a matter of detail. 


Q . — ^Would you not object to land revenue being made progressive? 

A . — It is made progressive. ' 

Q - — ^Would you like the owner of a large area to pay a higher percentage 
than the owner of a small area? 


A. — No, no. 

Q . — Then it fails to comply with the test of taxation. 

A . — The maximum and minimum is not thg’’e ; but there is the average. 

Q . — In any other direct tax the poorest man pays a very low rate. 'J’hc 
poorest man pays almost nothing. The small man pays a low rate aud the 
bigger man pays a higher rate. 

A . — As things are at present we pay nca'ly 80 pc’- cent, of the revenue of 
the province out of land. Yet what is our condition as landlords? I am speak- 
ing fi’om a practical point of view. 60 to 70 per 'cent, arc indebted. If you 
tax them further you will stop the industrial development of tlio country. Even 
as we arc, we cannot improve ourselves. If we are taxed, we aie doomed lor evu. 


Q . — I am only asking you to apply the canons of taxation. 

A . — Canons of taxation may not apply on all fours; hut j'ou have to take 
things as they are. 

Q.-—l£ you agree that land revenue is a tax, it logically follows that yon 
must apply the canons of taxation. 

A . — ^Wc can as well apply certain modifications to the canons as and when 
we think necessary. 

Sir Percy Thomyson. Q . — If 70 per cent, of the landlords are indehted, T 
am afraid that bankruptcy would come to their loscuc. 1 do not .‘-co any point 
in 3’our argument. 

. 4 . Jly argument is this. Under tlie jresen). system of land revenue without 

an additional tax llie condition of the landowners i.s something terrible. 

Q. If their condition is terrible income-tax won’t affect them, because their 

income will be small. 

.4. A man’s income may ho 3 lakhs but may have a debt of 10 lakhs. 

Q . — ^Why should he incur debt? 

,4.-_T arn speaking of things as they are. 

Q, You don’t exclude a tax because a man is c.virnr-ag.'int. If Innilovmcra 

have been extravagant in tlie past that j.s no rea^-on why their tax simtdd be 
reduced in the pic.'-ent. 
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A — I am nob talking of rednctijjn 1 am agunsl further Increase 
Dr Paranjjij/e Q — Is that a case for exempting that class from extra taxes ^ 
A —As W6 are, ■ae have got a lot to do stiU in developing land If we are 
further taxed the capital would be killed 

Q— So long as you had ample meins which by your o'vn showng, you 
ought to have been able to use for the development of industry, you were not 
able to do it Those means have now frittered away and still you would have 
the same duties 

A — These things take time and people have to gam expedience. 

Tht Uon'blt Sardar Jogtndra Stngh tj— Dont jou wish really to' be 
Unught on to the same level as other people who are taxed^ For instance, 
income tax is graduated up to a cMlain limit, sey 6 pies, and if you ate paying 
8 annas in the rupee, won I you urge a reduction till you reach the same level’ 

A — ^Tes 

The President Q — Tou would accept a system of graduation of land revenue 
II accordance with the sire of the income' 

A — That 13 wiiat it is now All our settlements are made on that basis 
Q — I understood you to say that you were quite prepared for a system of 
taxation similar to the income tax 

^ — Xf we are exempted from land revenue, we have do objection to an 
income tax on agriculture ^ 

q — Itou have no objection to land revenue being graduated' 

A —I do not think it would be practicable 

Q.— I am OP the point whether, as the present land revenue is flat rate for 
both 'the big and small man it is not contrary to the canons of taxation Are 
you prepared to make the big man pay more' 

The Maharaiadhxraia Bahadur of Durdvan Q—1 take it you are not iQ 
favour of assessing income tax on agricultural incomes 
* A -“We ate not 

Q—That being so whether Und revenue is a tax or a rent, or something 
between a tax and a rent don i you think that the percentage of Und revenue 
which you now pay is ouite suflicient and does not justify as income tax being 
levied on your agricultural income! 

A —There is no justification for an income tax being levied on agricultural 
incomes 

Q — la other wci’'ds, whether the land revenue system violates the canons 
of taxation or not any tax on your agricultural income would be unjustifiable 
A — Absolutely 

The President Q — At the same time there remains in your hands an 
enormous taxable surplus which if subjected to income lax, would yield several 
cTotea of rupees a year 

A — I think that every income tax payer has got that surplus if yoa tax 
him doubly Suppose a company makes a profit of Rs 1,00 000 after paying in 
come tax, if you relax that profit again, it would yield several crores 
Q — I do not think it will yield several crores 

A — Taking all provinces together, I think it would certainly yield several 
crores of rupees 

The Maharajadhtraja Bahadur of Durduan—J cannot help thinking that 
your answer is rather unfortunate because it gives one the idea that you are 
in favour of double taxation If you had given your arguments against the 
assessment of a tax on agricultural incomes it would have been clearer 

Dr Ryder Q —In reply to Q 44 yon say that tax free securities should 
not be discouraged Do you think that sound' 

A— Yes 

Q — Generally these securities a*e held by people who are 
made free, somebody else would have to find the money 


rich If they are 

2 I 



4- These income-tax free securities are issued by Government for starting 
some undertaking for the general benefit of tlie country, and if there is no such 
temptation, I don’t think the loans would be fully raised. 

Q’ You had a loan in the United Provinces. What were the proceeds uti- 
lized for ? 

4. — Por canal-works and the Lucknow University, 

The, President. Q. — In your reply to Q. 49, you have recommended an excise 
duty on various articles. 

A. — ^We have recommended an excise duty only on those articles used by the 
richer classes. We have left out those used by the poorer classes and those 
required for the industrial development of the country. 

Q. — Cartridges are mostly taxed on entry into the country. 

A. — ^Even if they are a little further taxed, I do not think the taxpayer 
would feel it very much. 

Q . — Are they not already fairly e.xpensivo? 

A. — A few cartridges would be sufficient to kill a big animal. 

Dr. Ryder. Q. — ^Are chocolates consumed in large quantities by Indians! 
Is not that a case of class taxation? They are consumed by Europeans. 

'A. — They are consumed by Indians also. It is not a question of Indians 
or Europeans here. What we want is that such taxes as only affect the richer 
classes should be imposed, because the poorer classes are already lieavily taxed. 

Th.e President. Q. — Didn’t you have a special tax on motor-cars in the 
United Provinces? 

A. — ^We had. 

Q. — ^Your Council were not anxious to continue it'? 

A. — That was the view of the majority of members of the Council. 

Q.— Don’t they already pay a 30 per cent customs duty? 

A. — It is only optional to levy the tax. 

Q. — ^You would levy a tax on coffee. It woirld bo rather difficult to have an 
Excise officer for the several coffee estates. 

A. — I do not know about the details. 

Q. — ^Pffiying-cards are mostly imported and taxed pretty lieavily. 

A.— Here the question is only an excise duty. 

Q, — ^Would it not be bette,v to increase the customs duty instead of adding 
on an excise? 

A. — ^That rvill be increasing the central revenues. If an excise duty is im- 
posed, the provincial revenue would benefit. 

().__Pleasure-vessels would not affect the United Proiunces very much. 

A.— No. 

Q . — Saccharine is already taxed. 

A. — I do not tliink the use of saecliarino is very desirable and if an excise 
duty is imposed, it would be discouraging the use of this article. 

-You are in favour of the t.a.xation, of tobacco? 

A. — It is found tiiat any further taxes are necessary, tobacco can he taxed; 
tliough it is an article in very common use. it is not an absolute nece.sstiy. 

Q,— -Have you any idea as to how you would levy a tax on tobacco? 

A.— The best system 1 can think of is a duty on acreage. 

().__\Vould not an acreage duly he a breach of your snnad? 

'ffiicre is no mention in the ranad of tobacco. It is not a part of the 

ordinary produce. 

<;>._-IYou1d not an acre.'ige duty on tobacco ojierate a.s an additional tax 
on land? 

A.—Ji, will ho passed on to the consumer. 

(?.— Do you find that the yield of tohaero on different clarses of land vanes 
very greatly? i 
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X— ItMoes %ar\ to the same extent as other auricnllnral pioduce Vou 
haTe io ascCTiam the q-aahtj and q^anUly ot the yield from particular tracts 
or plots and you can base your tax on that 

Q — ^Would you have a giadiiated scale ol duties’ 

A — ‘Yes 

Q_You would adiocale an extension of direct sale of salt by Governinent 
Could you let us know how you would do it’ 

.4 —There should be Goicmment depats for sale of salt, doing away with 
the middleman 

(j_i;Vould not that he very expensive’ 

4 —I think It wiU quite repay the expenditure 

<j_Does the tmddleman in your experience niihe an undue profit’ 

A — He does 

Q — Could you give us any details such as retail price’ 

A ~We would advocate depSts only in the rural areas, not lu the urban 
ones 

Q — Salt IS sold by weight jn this part of the country'’ 

A --Yes 

Q — Can you tell us what the prices arc m th^ mofussvl’ 

A — The prices are fluctuating 

Dr Rydtr Q— How much would you get for ao anna m a distant village 
m your district’ •* 

A —About half a seer I think it is sold ot 9 seers to the rupee 
Thf Prtvdtnt <2 ~ En<luif““S made by the Central Board of Revenui tend 
to show that no undue profit is being made by the middlemen and a very strong 
case would have to be made out to prove that they are getting such Urge profits 
as to justify Government intervention 

A —The profits are not undue in tbe semo that the price is not keenly felt 
^ou would favour a protective duty in o-der to make India self support 
vng Would you not mind u Bengal had to pay a little motel 

A —The interests of the whole country should outweigli the interests of one 
province X 

\ou do not consider prohibition of drmk at all improbable’ 

A —I do not think so 

Q~Yout answer to Q W Wonld yon suggest what further steps you 
would like to take’ 


A —There ii still room for mcrcibing the duties 

Q —Don't you find that there is » great extension of illicit consumption in 
your province’ 

4 — That is due mostly to Ou; teceut departmental artangwawits Excise 
has now become a tnnsfeired subject and I do not think there is so much 
police surveillance as before 

Q— You aUtibute the growth of illicit conswmpUon to lack of control’ 

A — That IS one factor 
Q — ^What ate the others’ 

A —If you put on a heavy duty, that would be more contiol 
Q — Is there not a reduction lo the number of shops’ 

A —Yes 


Q— What have you to say about the new system of sale, 
which the duty increases as issues increase’ 

A — There is no harm in the ^tem 

1 ^ — Does the new system tend to corruption of the slaS’ 


the system under 


A — It IS ve,"y difficult to say 
ment is not exempt from corruption 


Lik? other departments, the Esciso Depart 
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Q‘ would like to see a uniformity of rates in all provinces. 

■d. ^Yes, if possible; that would check illicit trade. 

Q ‘ — ^Your answer to Q. 71. Is there any reason for a variety of rates in the 
case of ganjal , ' * 

niy repl 3 ’- I am taking the case of ganja, cTiaras and bfiang together. 

Q - — Bhang is chiefly a matter for this province. Does it produce intoxica- 
tion ? 

A. — ^Yes, it does. 

g.— Much? 

A. — I have no experience. 

Q - — ^Have you seen many, people intoxicated as a result of using hhangl 

A. — Not as much as wne does, but it surely does intoxicate. 

Q . — ^We are constantly told that it is merelv- a cooling drink for the hot 
weather. 

A. — can’t say. 

Q. — ^Do you know that this province consumes more than the rest of India 
put together? 

4.— Yes. 

Q. — ^You advocate an export dutj' on jute and lac. 

A. — Yes, for the reason that a doty on jute and lac would give us more 
money. India is the chief supplier of these articles to foreign countries and 
if the export is increased, we would get more money from outside instead of 
having a drain on the country itself. 

Dr. Hyder. Q. — The foreign countries might invent substitutes, 

A. — •When the time comes for that, Ave can adjust in some wnj- or other, 

Q. — To whom Avill j'ou give the proceeds? 

A. — To the Central Government, 

The President. Q. — ^Your reply to Q. 98. Would you make your reply clear? 

A. — ^We endo.’-se the first two criticisms mentioned in the question, viz. : ‘‘the 
land revenue assessment ignores ‘the ability to pay’ of tlic subject” and ‘‘c.rccpt 
where there is a sj^stem of permanent scttlemfent in vogue, the asses.smcnts lack 
the ‘element of certaintj'.’” The last two we do not endorse. 

Q . — Would you like to substitute a land tax on modern linos? 

A. — If the present sj’stem of revenue is done awaj* Avith, I think we should 
be glad to pay a tax on that sj'stem. 

Q . — That is, to paj' a tax on capital A’alnc graded according to the .size. 
Would you prefer that? 

A. — Yes. 

<2.— Why? 

A . — Because avc believe land rcAonuc is the lieaAicst tax going. 

Q . — Have ymu compared it at all AA-ith the rates prevalent in other countries? 

Dr. Hyder. — In New Zealand an estate AAorth Es. 15,000 pays about, I think, 
from Es. 200 to Rs. 300 cverj' year. 

The President. — In Australia an estate leased from GoA'ornment priA'.s a Coni- 
monAvealth land tax, a State land tax, a CommonAvealth income-tax and a Stntr 
income-tax. 

A.— :But I belioA'e there is some fallacy in the valuation. 

Q. — In the valuation of the Settlement Officer? 

,4. — ^In the A'alualion of land there ns compared AAith the Animation of land 
in India. There are verj' fcAV people there and there is more land aA'njlahle 
AA'hich is therefore v.aluod chcaplA’. I believe you can l)u\- a thousand arf« for 
a small sum. The value of land in Australia is nothing like A'hat it is in 
India, AA-hcre every inch is under cultiA-ation. 
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Q~Yom don’t think that a clmnge o\et to their system would cause any com 
motion in the country’ 

^ — That would depend on wh^t the land tax is fixed at 
Q — ^\ou think that it ssould be preferable’ 

A — I fancy V .0 are paying about 45 per cent in land re\enue plus 10 per 
cent m local rates I do not think income tax, even in very big estates, would 
come to anything more than 30 per cent 

Q — Have you any special experience of local taxation’ 

A — I think we all pay local taxation 

Take for instance— <»ctroi There again it is the poor man who pays 
more than the rich man* 

/I — I think octroi is an indirect tax 

Q — Don't jou think that the rich man ought to pay more towards local taxa 
tion’ Should he not pay house tax or piofession tax or some other direct tax 
A — 1 think this should be left for the decision of the local bodies 

Q — the local bodiea in. tlus part of Iho country willing to impose sufli 
cieni taxation for the needs of the locality’ 

A — I am afraid not 

Q — Can you then leave these powers to them’ 

<l -—I think they will learn gradually as responsibility increases 
C— Our function n to advise on the best methods of getting the Jocil Iwdies 
to impose direct taxes 

I — The etatemcnl that octroi is an ind'iect tax am) fall? liesvjlv on the poor 
people IS right But that also depends on many other things Ihe rich man 
will have to pay more because he will have to get more things than the poor man 
I mean the rich man wiU get mo'e luxurious things 

Dr ItydiT 0— Is it not a fact that the rich man will spend a negligible 
quantity of hts income on tie ordim,*y articles whereas the poor man might 
base (o spend more’ The rich and the poor have to pav the same one rupee 
but the rupee of the poor man has got much greater value to him than the rich 
man 3 

A —How do you say the same proportion 1 say it is quite possible that the 
rich man may be found to pay more Ha'e you got any statistics to prove your 
point * 

Q — They do not exempt any necessities’ 

'A —No Tou are not exempting salt though it is of absolute necessity 

Tht Vitudsnl Q — Is it not a fact that the bulk of the revenue is derived 
from octroi’ 

A —Well it Will depend upon the local conditions and octroi may also b© 
one of the taxes People do not object to octroi Thev do not feel it 

Dr Paranjpye Q — Because the poor man is not a member of the raunici 
pality’ 

A — I think they are now 

The President Q — lou disapprove of any duty on inheritance or succession’ 

A — I think vve are totally opposed to it We think it i? the most horrible 
tax that has ever been p’^oposed 

Dr Bydtr Q — Do you favour equality of incomes or inequality of incomes 
Di you think that men should possess equal incomes’ 

A — I think it IS impossible 

Dr PaTunjpye Q — Eqhal oppoitanitvea at any rate’ 

A — You cantiol g \ e that It js impracticable 

pT Hyder Q — Rut these hornlle duties are imposed m other countries 



502 


the conditions there are quite di/ferent. For instance, take the 
valuation of t^e p,’'operty ; it is much easier in England than in India where we 
aave the qnirdah system. It is very easy for the lady in the house to hide the 
jewels and other movable property. Is there anV method bv means of which 
rou can check the evasion ? » 

Q. — But land, houses or furnituie cannot escape from the tax? 

— But I w’ould like to ask you whether you propose to take this duty in 
cash or in kind. 

Q — Certainly ive would take it in cash. 

4. — ^Without further a’'gument we would say it is the most impossible duty 
that we can ever think of. We would very strongly oppose its introduction. 

The President. Q. — Do you accept the principle that taxation should bo 

regulated with reference to the ability to pay? 

4. — -That ought to be so, but at present land revenue is not like that. 

Q . — ^You oppose any tax ivhich is progressive? 

'A. — I must oppose because it is not possible. 

Q. — Your argument shows that you a ,"0 opposed to any tax which would fall 
m the richer people rather than on the poor people? 

4. — I have not said so. 

Q. — But then you object to anything in the nature of progi'ession ? 

4. — My complaint is that you have not taken into consideration all the dilTi- 
lulties attached to this kind of taxation. For instance, if you .say that succes- 
sion duty is successful in England and other countries, there yon have not to 
.pend anything after the death of a man. wliereas in India it is quite different. 
A. man has to spend a lot of money after the death of his parents, in performing 
uhe ceremonies, etc. 

Q. — Might I put it in this way? Indirect taxation necessarily falls more 
leavily on the poor people and direct taxation falls on the richer people. Is 
here any direct tax now which you approve of? 

4. — There are many direct ta>' ><" sshich wo can appiovo. 


24th February 1925 
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Mt. S, H. FEBMANTLE, C.S.I., O.I.E., I.C.S., Senior Member, 
Board ol Eevenue, United Provinces, was examined. 


Written memorandum ol Mr. Fremantle. 

Q In my opinion the charge for wnter supplied by the canals vs rather 
less than should be taVen li Avas originally fixed on the basis of v.hat cuUi 
vators could be expected to pay without complaint and has been subsequently 
raised on account of (1) increase of prices of produce and (2) the increased 
expenses of working 

I do not think that any of tho plans suggested ate satisfactory If the 
charge were by volume it would be ideal but I believe the difficulties are 
insuperable and in any case some principle is required to determine the amount 
of tne charge 

In my opinion the cost of well irrigation in the locality^ for each crop should 
be estimated, and the charge by volume or by area irrigated should be a 
proportion of this, say, half It would be necessary to take this low proportion 
in order to cover failure to supply water at the times when it may be most 
required 

Q 16 — At present since the land revenue is half the rental assets, Govern 
ment lakes p, fair share of the increased produce No change seems to be 
required 

Q 17 — According to tlie Agra Tenancy Act the land holder can sue for 
enhancement on the ground that the produce has been increased by works not 
undertaken at the expense of the cultivator This provision seems to fit m with 
our land revenue svstem 

Q SS — 1 am not in favour of assessing income tax on agricultural incomes 
Tt IS proposed at present to reduce the picmortion of assets taken as land reienue 
and if what is given with one hand is taken away with the other, very natural 
discontent would result 
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-Incomes between Rs. 1,000 and Rs. 2,000 were exempted from income- 
tax simply because of the difficulty of assessment, but by the introduction of 
a more efficient system of assessment it is now possible to make a fair 
assessment on such incomes. I think that they should be taxed. 

Q. S9 . — I do not think that the income from court-fees and stamps on judicial 
proceedings should be so limited as merely to pay for the cost of the courts. I 
see no harm iil discouraging litigation by putting the court-fees at a higher 
figure than is justified by the expenditure on courts and I tliink tiiat, if court- 
fees were so limited, it would merel}' be pitting more money into the pockets 
of Vakils. . 

Q. 96 . — ^Land revenue undoubtedly was originally the Government share of 
the produce of land and therefore a rent; whether it is now a tax or a rent is a 
matter of mere academic interest. 

Q- 97 . — The prosperity of the great mass of cultivators is not affected by 
the land revenue. Rents are as high in rent-free and permanently-settled estates 
as in those which are temporarily-settled. 

Q. 98. — It is true that the land revenue assessment to a great extent ignores 
the ability to pay of the subject, but this is the case with all taxes except 
such as are graduated. The assessments are fixed for 50 years and are more 
certain than the income-tax. The time of payment of rent is not inconvenient 
foi the cultivator nor the time of the payment of revenue for the landholder, 
and. the system does not lead to official tyranny and extortion. Nor is the 
cost of collection anything like 20 per cent. 

Q. 99 . — Temporary settlements are based on rents and not on prices. It is not 
understoo'd hoAv this can lead to inequality. 

Q. 100 . — I do not think that the exemption of incomes below Rs. 2,000 or 
Rs. 1,000 from land revenue assessment would bring very much relief to small 
land-holders. The prime cause of difficulty in payment is sub-division of land 
and the exemption of small incomes would rathor stimulate this than otherwise 
so that no permanent relief would result. 

Q. 101 . — I do not think that it is desirable to impose a tax on mutations. 
Unless it was so high as to be prohibitive it would have little effect. 

Q. 102 . — I do not approve of this idea which would cause very great dis- 
content and would be impracticable in the case of largo irrigation schemes. 

Q. 103 . — The principle of the assessment of land revenue on land occupied 
by buildings and compounds in these provinces is that the land which was 
assessed as agricultural before being occupied by buildings still continnc.s to bo 
assessed at its agricultural value, the cause being that there seems no reason 
why the Government revenue should suffer because a land-holder by selling or 
leasing his land for building increases his^'incomo. It is doubtful whether 
there is any good cause for a change of policy. 

Q. lOlf. — I do not think it practicable to lay down any universal basis for 
comparing the incidence of the land res'cnue in different provinces. Kach of 
the methods suggested have their merits. No. 4 seems to be the best in all 
provinces where the rental value can be estimated. 

Q. 105 . — According to law, minerals in temporarily-settled estates are the 
property of Government but in practice the land-holder gets the benefit. Further 
information on this point can bo supplied if it would be useful. 


Mr, Fremantle gave oral evidence as follows • 

Dr. IJi/chr. Q . — Tn an.swcr to que.stion No. 15. you say (hat the chftrjte for 
water ‘‘has been subsequently raised on account of (ij (he increase of tlm 
prices of produce and (2) the’ increased expenses of working”. May I adc you 
if you can tell us from your own experience whether there lias been any 
increase in produce? 
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A —I do not think there has been any general increase m produce , but in 
particular places under particular conditions, there has been 

Q — You refer to the increased e\pensc 3 of working Has there been any 
increase m the cost of cultivation’ I am putting it to you from the point 
of view of the cultivator I want to ktioiv whether be has now to pay more 
for the seeds, manure, bullocks, etc 

/I — ^But these expenses have not gone up in greater ratio than the price o! 
the produce 

Q — Then you say that the charge for water by volume is better — but the 
difficulties m the way are very great 

, 1 — there are technical difficulUvs You cannot possibly measure the 
amount of water that goes to any particular field One luffl&a takes m a 
largo number of fields 

Q — In Italy they are able to measure the water 

A — Of course if it is practicable It is highly desirable, because there is no 
doubt that a large amount of water is wasted Not only is there waste of 
water, but there is a fall in produce where the irrigation has been too lavish 
Q — Then you say that 50 U would base your water rates on the principle of 
estimating the cost of irrigation by means of wells ond taking half of it 
^ __Yea, 1 would suggest that But I am not definite about the proportion 
Q —But it has been brought to out notice in the evidence of a cettam 
gentleman that if the cultivators made use of tube wells then the charges 
•which they would have to incur will be much smaller than the charges i! they 
take canal water 

A —I have not worked it out At present tube wells have not been umver 
sally successful There is tbe risk of the tube well faih&g 

Q '-^Suppose eveutually it becomes successful, and it does not cost as much 
for the cultivator to lake water from the lube wells as it would if he took 
water from the irrigation canals Don’t you think that there is a limit to the 
rates imposed by Government for taking the canal water, on account of the 
competition ffom tube welh or other devices’ 

A — Do you mean to say that the rate cannot be too high because it is 
kept down by competition’ 

Q —Yes , and here is the competition from tube wells 

A — 1 only suggest half in order to leave a very good margin After all, 
if you have a well you can get the water exactly when you like and as muc^ 
as you like, whereas in the case of canals, you have to depend on what the 
canal authorities give Also aoraelimes you don’t get water in the canals For 
instance, this year they did not gel any water in tbe Ganges canal till about 
the 4lh January 

i«r Percy J Compton Q — We weie told that the rate for irrigating a 
sugarcane crop by means of tube well# would be Ks 6 per acre Don’t you 
think that the figure is very low’ 

A — saw a tube well the day before yesterday and I was told that it cost 
Rs 3,000 and it was going to irrigate 15 acres That certainly would come 
to more than Rs 6 per acre 

The President Q —You say that it is necessary to have this low proportion 
of half in order to meet any contingencies Don’t you contemplate any 
remission ’ 

A — If water is supplied at any time duiiDg the season the crop has to pay, 
unless the crop is an absolute failare 

We have been told that last year you lost 34 lakhs Was not that 
due to remission’ 

A — That was because they did not take the water owing to abundant 
ram 

Q — Ha\e you not got a system under which you guarantee to supply 
water from a canal at a fixed rate and the raiyat undertakes to take the water 
at that rate’ That is, he hare to pay whether he takes the -water or not 

2 K 
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-4- — We have not got any system of that kind. 

Q- ;Then there is the system in Madras where you have got the ayacut. 
A particular area is demarcated as commanded and it is charged at wet rate. 

A. — ^We are trying to introduce some such system in Bundelkhand. 

Q . — ^What are the objections to it? 

A. — In good years when there is plenty of rain they will say “we do not 
want your water; why should we pay”. I think the system is a sound one. 
But I do not think it can be applied to tiie big canals, because they cannot 
guarantee water at all times. 

— The guarantee involves remission ? 

A. — ^Yes, naturally. 

Q . — ^In reply to question No. 16, you say “the land revenue is half the 
rental assets”. 

A. — Of course it is not exactly half. In some cases it goes to half and in 
many instances it is a good deal less. In the majority of districts it is 
normally 46 and 47 per cent. 

Q . — ^At the same time the capital value of land increases enormously? 

A. — Yes; it is always increasing. 

Q . — ^Do you think you have a right to take a share of the. increased capital 
value ? 

A. — ^What I mean is that Government takes a proportion of the increase in 
the increased annual revenue. 

Q.— But at the same time this action of the Goveinmcnt has given the land- 
owner a large unearned increment in the capital value of the land and , it 
has been suggested that where this happens, you should take a proportion 
of that inci-ement in the shape of a betterment tax. 

A. — That would apply also when a railway was introduced. The land 
increases in value. 

Q . — It is not such a direct and large increase as when you bring the land 
under irrigation. 

A. — I think the principle is the same. 
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Yes ' 

The Prtixdent (2— You arc not m favour of assessing agndultural incorads 
to incottve lax Ijecauso it vjiU \wi gvvmg ViilU one hand and taking away with 
the other ^ 

^ — kes 

Q — Would it be practicable * 

4 —Certainly it will bo practicable in the case of large proprietors In the 
case of inybody whose income from rents 15 Rs 2,000 and over, it is very 
easj to assess 

Q— Is It not desirable to introdnce the factor of piogression m cases of 
non agricultural incomes ’ 

A — In cases of non agricultural incomes it is already introduced 
Q — In taxation generally whj not nuke the rich men pay mote in propoition’ 
d — It 13 not done under land revenue Of course indirectly there is a 
certain amount of graduation, because we generally assess large and prosperous 
zammdars somewhat higher than the small and poor men 

Dr Patan)pyt Q — Do you give remissions lo prosperous zamindars in 
limes of scarcity’ 

4 -s^Wo give to the tenants and through them to the zammdars 
Q —Do you give remissions to tenants ’ 

4 — V/e do It \n tertavn ptopoitions to the yield 

0— It IS said m the Muraftarnagar Settlement Report that the revenue 
incidence will approximately be m the ratios of 7, 4, 5 on non occupancy 
land, occupancy land and land of the same quality cultivated by the proprietors 

A —I do not remember the proportions there given The laud let to non 
occupancy tenants is let for about double the occupancy rate 

Q —This is the principle adopted in the incidence of land revenue The 
land revenue falls most heavily on the direct cultivator, less heavily on the 
non occupancy tenant and least on the occupancy tenant 

4 —I do not follow that The land held by the proprietors themselves is 
assessed at occupancy rates and 2S per cent is deducted from the assets 

<3 —Supposing for the moment your pioportion is 50 per cent, you take 
half of the output 

t — Not of the output, half 01 the assets We calculate the assets on a 
fair occupancy rental 

Tkt Prtxtdcnt Q — ^Where it is an occupancy rent, the landlord gels half 
and the Government gets 25 per cent, 
d —Goi eminent pets the ither ball 
Q — Of the rent’ 

A — ^Yes The assets are calculated on the basis of occupancy rent and 25 
per cent is deducted for proprietary cultivation 

Q — Settlements are based entirely on rental value without any regard to the 
outturn of the land ’ 

A — When a man cultivates his own land -we assess him on what the land 
would fetch if let out to occupancy tenants and wa allow 25 per cent off 

Q — The piolits of cultivation are left entirely untouched 

A —Rent is nothing like half of the produce. We take probably 4 of the 
gross produce \ 

Q —Even when he cultivates himadf jon take the same rate ’ 

A —In Muzaffarnagar where the zammdars cultivated the whole area there 
was either a small decrease m revenue or very small increase It practicallv 
remained constant ' 



Q . — Supposing you have three pieces of land : one 
cmtiyated by the occupancy tenant, one by the non-occupancv tenant and 
tbe third by the owner ; the occupancy tenant will have to pav Rs. 50, the 
non-occupancy tenant, Es. 75 and the cultivating oiraer Rs. 37^. 

right. In the case of the non-occupancy tenant we make ven* 
great allowances on account of the insecurity of the rent and that would 
reduce it to 75. ■ . 


The Maharajadhiraja Bahadur of Burdwan. Q.—ln that case you would 
keep it low? 

4.— Yes, we make large allowances. 

Q- — ^Very often quite a large number of talukdars cultivate their own 
lands ? 

A. — Oh, yes. 

The President . ' Q . — ^You see no harm in discouraging litigation by putting 
up the court-fees? 

4.— No. 

Q - — Have you got any special class of suits which ought to ,be taxed 
further ? 

A . — I have not thought about it. 

<3. — ^Would you impose a minimum for appeals to the highest tribunal, say, 
for instance, there should be no appeal to the High Court in respect of matters 
whose valuation is less than Rs. 10? ' . 

A . — That would be reasonable. 


Dr. Paranjpye. Q. — ^At present suits about land of whatever value can he 
taken to the High Court. 

A. — I really do not know. I have nothing to do with civil litigation. I 
thought they had to be above a certain value. I certainly do not think that 
all suits should go to the High Court simply because they deal with land. 

Q . — Do you get a great many civil suit' notices against Government ? 

A. — No, not very many. 

Q . — The tendency is not to do that? 

A . — -It is very exceptional in this province. 

Q. — Do you know anything about the practice of filing suits for declaration ? 
It is a very common practice to avoid paying ad valorem fees. 

A. — I have not had experience of that. 

The Maharajadhiraja Bahadur of Burdwan. Q . — ^Do you think that the 
general idea in your province is that land revenue was originally the Govern- 
ment share of the produce of land and therefore a rent? Do you also think 
that whether it is a tax or rent is a matter of mere academic interest to the 
ordinaiy cultivators ? 

A. — I am afraid I could not tell you how they look upon it. 

Q. — ^You say that rents are as high in rent-free and permanently-settled 
estates as in those which are tompoi-arily settled. In Bengal the exporienco^ is 
that in the permanently-settled estates in some cases the assessment is high 
while in others it is low. 

A . — The rent does not depend upon the revenue. Rent is what the '/.amin- 
dar can get out of the property, "li^y should ho get loss because ho has paid 
no revenue on it? 

Q. — I should have thought that the temporarily-settled zamindnrs would 
have rack-rented. 

^1.— Why should ho rack-rent for a temporary period? 

Q . — ^For this reason that the settlement c.>mcs only onco in 20 or 50 yeans. 

A . — It does not as a matter of fact work out that waj’. Wo have certain 
permanently-settled estates in Oudh and their rents are at the same level 
as those of the other talukdars’ estates. 

(2. — Yesterday we were told by two representatives of the British Indi.nn 
Association that over and above per cent of land rovonno they had to pay 
about 10 per cent, by way of local cesses. 



A — They all go to the District Board 
Q — You collect it with the land revenue’ 

A — Yes, hut they are paid to the District Board 
Q — They realise some of them back 
A — They cannot get it hack from the tenants 

Dr Ilndir Q — As a matter of fact, don t they recover from these tenants 
when they are competing against one another for the possession of a piece 
of land’ 

A — Not under Uiat name 

Q — Whatever the name, it comes from the pockets of the tenants T 
1 — The ramindars may take nazjran'n m certain eases hut they have 
Clothing to do with the ceas 

Q — Is na orofifl abolished under jour new Tenancy Bill’ 

A — It IS not absolutely made illegal even ifnder the new Tenancy Bill 
The President Q — In the hnal Settlement Report of the Muzaflamagpr 
district, It is stated that the revenue inciderce on non-occupancy land, 
occupancy land and Und of the same quality cultivated by proprietors will be 
approvimalely m the ratios of 7, 4, 3, because the fir«t depends upon assets 
derived from competition rents fixed by the proprietor himself, the other 
upon assets based on th'' circle talea fixed by the Settlement Otficer while the 
last now receives for the first lime the 25 per cent deduction from assets ’ 

A —That 18 so, because the non occupancy rents are so much higher than 
occupancy rents 

Q —With reference to your answer to question No 99, do inequalities ansa 
as belli ecn districts settled m different years owing to difierent ranges of 
prices’ Is it, therefore, that jou suggest that rents should be fixed’ 

A —Temporary inequalities could be put right at the next settlement 
Q— They are not actually put right tecaus© th© settlements ate always 
going on’ 

A —Yes 

Q —Do you take into account tfie inequalities as between districts settled 
before the War and after the Wat’ 

A —The standard of assessment has also gone down 

Q — Government is not getting its share of the large increase cf prices that 
has come about 

4 — It IS getting some share 
Q — Not the full share’ 

A — As a matter of fact, you will see in the report that the basis of price 
at which the Muzaffarnagar district settlement was made was 13 seers per 
rupee for wheat the actual price now is 7 seers per rupee 

Q — That was a good deal less than the price at the time ’ 

A — It was leaving a margin 
Q — A very big margin’ 

4 — ^Very considerable margin 
Q — ^When was this district settled’ 

A —In loig 20 

(?— Can you give us any idea as to what the cost of collection of land 
revenue is ’ 

A — It IS rathdr difficult to «ay 

What proportion would you allow for the various supervising establish 
ments ’ . ® 

A ^ur chief expenditure under the head of ' land revenue’ is for land 
records, part of that should be debitable to land revenue and part to the 
necessity of keeping the accounts between zanimdars and tenants and decidinn 
their disputes ” 


Q : — Have you worked out any fraction whicli you would adopt for the cost 
of village staff, tahsil staff, land records, staff, Collectors, etc. ? 

— ‘Land records' bears a ■ very great proportion. I do not know how 
it is possible to separate the portion of land records which should be debitablo 
to revenue and the portion which should be debitable to the general necessity 
of keeping up the records. 

Q - — You can only take, an arbitrary figure? 

A . — Yes. 

Q - — any of your village staff remunerated by a percentage or by the grant 
of free lands? 

— They are all paid. There used to be a patwari rate, but that was 
abolished a good many years ago. Now the whole land records staff is paid 
by Government. 

Q - — That comes on both sides of the account? 

A. — No, only expenditure is shown. 

Q - — Is expenditure out of land revenue included under the land revenue 
receipts ? 

A. — No, it is not included in the land revenue receipts. Our land revenue 
is over 5 crores of rupees and the cost of the land records ' staff is 66 lakhs 
of rupees. 

Q. — Some provinces deduct the cost of the village staff from the collections 
before they are paid. 

A. — They do something of the kind in the irrigation budget, not in the 
land revenue budget. 

Q. — Is your cliowkidar staff debited to police? 

A. — Yes, to police entirely. 

Q . — You have no chowkidari cess? 

A. — No; we used to have that formerly, when it was paid by the zamindars. 

■Q. — That disappeared wth the patwari cess? 

A. — Not at the same time But about 20 years ago. 

Q . — The two provinces which were exempted from these cesses wore the 
United Provinces and Madras ? 

A. — ^I do not know'. 

Q. — But the chowkidari tax continues in the other provinces, apparently 
because it was never brought into account. Do j’ou know anything about the 
history of that ? 

— No. The chowkidari tax continued here later than the 'patwari cess. 
We had a system by which the zamindar had to pay the cliowkidar, in cash or 
in land if he liked. 

‘ Q. — Has ho now been exempted from all that? 

^ — Yes, he is not now' respnsibic for the payment of the cliowkidar; it i,s 
paid by Government. Under the old sy.slcm, the zamindar paid the cliowkidar; 
if the cliowkidar complained that he was not being paid, an enquiry was 
instituted and then if necessary the cess was imposed. 

<2 —Now Government leave the zamindar entirely free from this ^charge? 

/I.— Yes. 7 per cent, w'as local rate, 3 per cent, patwari rate and 6 per 
cent, chowkidari. 

Q. — So you give him 9 per cent, of the land revenue" 

— But tho local rate was raised from 7 to 10 per cent. 

Q, ^You do nob think it desirable to impose a tax on mutations ? 

.{ _Wc make no charge if the report is made in proper time. Fines are 
imposed if reports are not made within a certain period of the lranr.for 
accruing. 



Q —Is there not great anxiety to gel a satisfactory record of title m that 
nay’ 

A — VJe have to ha constantly urging them to make reports and when a 
new settlement is coming on, we issue notices to the pitwaris to the effect 
that all changes which have not hi^orto been reported should be reported 
at once 

Q — Don’t they greatly value the record of their names as registered 
holders ’ 

A — I think the commercial classes do «hen they come into possession of 
a hit oi land 

Q — ^It IS only the owner, not the tenant, w!io,has to go in for mutation’ 

A — ^Thoro IS no such system for tenant rights , it is only for zamindati 
rights 

Dr Hydtr (?— -What about the occupancy rights’ Is there no mutation 
in tho case ol occupancy rights’ 

4 —No 

Tht President Q — In the case of non agricultural land, does not that 
escape taxation, both provincial and local’ 

.1 —Yes, outside the municipalities 

Q— Even inside the municipalities it is very little taxed’ 

A —Yes, I think it probable I pul lu my reply only what the system is 
here as regards land taken up for building purposes 

Q— You say^ it still continues to be assessed on agricultural value’ 

A —The lamindars wanted to exclude it from the definition oi land «i the 
new Tenancy Bill, we resisted it on the ground that it was the old custom and 
there were no sufficient reasons to make a change 

C* — We were told that, if such land continues to be non agricultural for 
another 30 years, at the next settlement it would be exeni^it from taxes 
altogether 

A — No. according to the present aysterti it can continue to be taxed a% iis 
agricultural value at any succeeding settlement 

Q — ^Thal IS not what ^Ir Blunt told us 

A — 1 have been through the popers recently and think that my statement 
IS correct 

<3 — Even on no’iif lands you do not take the full^value’ 

A — Naiul IS generally not assessed to revenue at all 

Q — ^Would not the local body lease it’ 

A — It might be done m some cases , razvl is generally made over to the 
Municipal Board and the Municipal Board makes the best arrangement it can 
with the people who require the land. Sometimes they sell by auction, subjeot 
to a ground rent • 

Q — Are not the owners of town land and buildings a class who might well 
be taxed more than they are at present’ 

4 — I think VO ptobably 

Q — In vo«r mswer to qnestion No IM, you *ay that to coinpaie the percent 
age borne by assessment to rents or annual value is the best method for 
naring the incidence of land rovenue in different provinces Can it be done 
in this province’ 

A — I think it could be estimated, because judging from the rents paid by 
non occupancy tenants we can estimate the economic value of land 

Q — ^Would that involve putting a man on special duty’ 
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Q. — ^Have you worked out any fraction whicli you would adopt for the cost 
of village staff, tahsil staff, land records, staff. Collectors, etc. ? 

} 

d . — ‘Land records’ bears a very great proportion. I do not know how 
it is possible to separate the portion of land records which should he debitablo 
to revenue and the portion which should be debitable to the general necessii; 
of keeping up the records. 

Q - — ^You can only take an arbitrary figure? 

A . — ^Yes. 

Q. — Is any of your village staff remunerated by a percentage or by th 
of free lands ? 

d . — They are all paid. There used to be a fatwari rate, bid 
abolished a good many years ago. Now the whole land records ' ' 
by Government. 

Q . — That comes on both sides of the account? 

d.. — No, only expenditure is shown. 

Q. — Is expenditure out of land revenue included unde 
receipts ? ^ 

d- — No, it is not included in the land revenue receir 
is over 5 crores of rupees and the cost of the land i 
of rupees. 

Q . — Some provinces deduct the cost of the villar 
before they are paid. 

d. — They do something of the kind in the 
land revenue budget. 
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Tk« Uttw IndlJ CHamlxr «( Commirce, Cumpore, 

q p—TJip ef thi< npaJOi at tha counity /:itcn in Aiinpx\i« H 

ladicatc such a dispatily in Oi® rigutts a* lo W nnit^iaiiW 

Q 5— II is consulcred lhal fiputM cannot !«• otitamcd »» India corrMj>ond 
lag lo those mailaWo in otbrr countriM on nhicli tt wotiW W j>c»«sil'lc to bnw 
tstimstcs of national ineorne 

Q 4— No suggestions nri ofleml No teliaMe atalisUcs woiAil l>® ft'nil 
■alln iMtliout snocial legislation coni|>eUinp their conipiWhon r\ct\ then 
enomouslj Jiraai cTj>ons® noiiW lie imolved, cntirrl> 

iwults anil thrr® vcOulA he prave fear of such Irpislatiftn oflentiinp teiigiuiis 
and racial prujuilices 

Q S— The tahing of a census of ptoduttion j» opposed .tnj s'ich census 
^i}u!d soon }>« out of date and »l vsould l>e necessnrs to coniinence ntioiliet 
before the first was finished 

Q 7 — I'stmutw such as arc icfcrted to would Jisvo no lahic aoic for 
comparison nilh a presious estimate 

Q J»— The Chamlier has no snfomatton ns to rcseiiue dcrivnVIe from 
forests, other than sates of produce It appears, pri/na /ncir> that such 
Terenue does not come w ithin* the dermition ol a t»x 

Q IS —The cndetNour should ho to secure a commercial reluni 8uh;erl to 
the protection of pfitalo enterprise There srould ho no ilrment of tns&tion 
■Jn sudi a case but if ft monopoly profit vms sought there would ho an element 
of taxation in the proposal 

Q /4— There does not appear to he anv element ol lasalion in the losenui 
derived from any of the sources mentioned in this fjuestion 

Q ;f— The reply is m the ncgnt»%e 

0 IP— faxes imposed solely tor expendUuro on tbs needs of psrhcular 
localities should not Lo considered as affecting the general incidence ot taxation 


^ 2^— The reply to the first {lortion of the tiuejtion is m the aflrmative 
The second portion is tv tided 

2J-~The Chamber is m agreement with the statement quoted 
Q Si — A tax on enlertjinmenfs would produce ft general irritation enlireh 
out of proportion to the small financial relum from such a tax A tat on 
railway tickets would bo entirely objectionable 

Q The reply to the first portion ,s m the negatiie The «ccond 
portion IS avoided ® 

g ZC~Speak.og gen.rally lh« present scheme o! taicslion is equitable anti 
an accjrdanc© with economic principles ^ 

Q PT—Yes ' , 

Q Yes 

IS n^ot® A'-o'di’””’*'''’ ‘-I'— 

i7 J»— ill the forms of ta-ration sosgested ,n this question are objection.!, I, 

..„s"/lnl°/.“"o?je'*£aS:‘N"„i ifnnSiut 

or less degree and all cannot, thereiore, he trJited alike ctionable in more 

Q SS~~The Chamber is opposed to an increase m the r^ie of income tax 

Q 34— -In general it is considered that th© nrecenf cohpr,,.. . 

the income tax is satisfactory ” graduation of 


Q. 3S. — The proposal is not practicable.' 

Q. S7. — The Chamber' is strongly of opinion that the Indian snper-tax on 
Companies should be abolished. If, however, it is not, for reasons of revenue, 
]Jossible to abolish this tax then individuals should l)e entitled to relief from 
super-tax on the same basis as they are from income-tax paid bv Companies 
on dividends. 

, Q. — The majority opinion in the Chamber is that the present limit of 

exemption is too high. 

Q- il - — The introduction of a centralised and more efficient system of income- 
tax control has undoubtedly effected a very great impiovcment. bat there is 
still much room for further improvement. 

Q. Ji2 . — The proposal conveyed by this question is not practicable. 

Q. Jf3 . — None of the methods indicated in this question is suitable to India. 

Q. — No steps should be taken to discourage the issue of tax-free 

securities. 

Q. J^5 . — Bearer securities should not be tax-free and in order to onsuro- 
that the tax on such securities is obtained it should bo deducted at source 
at the maximum rate. 

A special stamp duty would not help or prevent evasion. It is, however, 
recognised that bearer certificates could be utilised for evading the maximum- 
liability of taxation. 

Q. 46 . — The reply is in the negative. 

Q. Jf7. — The Chamber would prefer an assessment, as in England, on a three 
years’ average. 

Q. 49 . — The Chamber is opposed to an excise duty on goods manufactured’ 
in the country, save in the case of certain articles of pure luxury, such ns 
tobacco. An excise duty on a natural product such as salt is defensible. 

Q. 50. — A graduation such as is suggested is practicable if within reason. 
An ad vulnrem tax would effect this purpose. 

Q. .5/.— Yes. 

9 . 62. — ^Yes. 

Q. 63 . — The tax, as at present imposed, is low. 

Q. Gl. — The Chamber docs not anticipate the introduction of a policy of 
total prohibition, either generally or in particular. 

Q,. 63 . — Experience has shown, and particularly during the last few years, 
in these provinces, that attempts to reduce the consumption of reasonably 
wholesome intoxicants by raising the cost of such intoxicants have defeated 
themselves by leading to the extension of the illicit manufacture and sale of 
intoxicants and deleterious drugs. 

Q. GI). — For the reasons stated above, the policy followed in tiie United 
Provinces has failed. 

Q. G5. — It is practicable to introduce a uniform rate. 

Q. r,G. — ^Ycs. 

Q. G7.—No. 

Q. a.— No. 

Q. 73. — Considered purely from n revenue point of view nil nrfiele.s imported 
should bo taxed, but there* should bn special exemption.*; in favour of articliH 
whoso imjiortation benefits the country, or which, on import, tend to improve 
the internal revenue producing capacity of the country. 

Q, 32. — Yes, cotton, when exported to countries outside the Briti.sh Empire. 

S4 , — ^Tn some instance.s the sy.stem of tariff valimfion in force v.hcn the 
qne.stionnaire was framed was working satisfactorily but in others it w.as not, 
for example, in the case of sng.ar. In this instance, however, »he ^y^tem ha^- 
since been changed. 
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Q S5 — ^While not actnally picparcd to criticise the system of appraisement 
the Chamber desires definitely to confirm the Resolution adopted at the last 
meeting of the Associated Cliimbcrs of Commerce on the motion of the Bengal 
Chamber, and which reads — 

This Association recommends that m mcw of the heavy import duties 
which now prevail an immediate investigation should be made into 
the Customs Department with a view to the employment of a 
more highly qualified staff ^ 

Q S7 — None of the taxes mentioned tn Annexure K is approved 
Q S9 — Stamp fees or Com t fees on judicial proceedings should be such as 
fully to cover the charges enuroerited in the question and should also be 
devised with a view to impose a check on nnaecessary litigation 
Q 50— No 

Q 91 — It IS believed that ciasion obtains to some extent but a remedy 
cannot bo suggested 

Q 95 — ^Ao entertainment tax is vexations and the revenue ib brings in is 
not commensurate with the objections to the tax 

Qs 106 to US — Local taxation to these provinces, m its municipal aspect 
was fully enquired into by the Municipal Taxation Committee, United Pro 
Vinces, in 1908 and 1909 It la suggested that the Report of that Committee- 
might he considered now, ivith advantage, by the Indian Taxation Committee 
as conditions have not altered to any great extent. 

Q ISl —The Chamber agrees with the statement quoted 
Qs 193 and The Chamber prefers the levy of a tax on tobacco by 
imposing an acreage duty on cultivation 
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